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ple, 

4 c ris typical of 

manner in which B&W's progres- 

‘research pushes the science of 

steam generation to ever higher 
levels of economy. 


For those seeking the high steam-cycle efficiencies obtainable 
with steam pressures over 2000 psi, B&W offers unparalleled 
design and operating experience . . . drawing upon a back- 
ground extending over the last 14 years with units to serve 
over 8,000,000 kilowatts of generating capacity. 

The outstanding performance records of the 12 B&W instal- 














lations already operating in this range have given strong 
impetus to the present trend toward use of pressures over 
2000 psi .. . have resulted in orders for more than 50 addi- 
tional B&W units with design pressures up to 2700 psi. 
B&W’s many years of experience in designing and building 
boilers for economical, high-pressure steam generation, as 
exemplified in the list on the opposite page, are at your service. 
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B&W BOILERS WITH DESIGN PRESSURES 
OVER 2000 PSI 


Boiler Design 
Owner Pressure 
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Philadelphia Eiectric Co. 
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Detroit Edison Co. 
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Tennessee Valley Authority 
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Jersey Central Power & Light Co. 

Georgia Power Co. 
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Public Service Co. of No. Illinois 

Tennessee Valley Authority 
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Pacific Gas & Electric 

Public Service Elec. & Gas 
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Tennessee Valley Authority 

Tennessee Valley Authority 

Georgia Power Company 

Tennessee Valley Authority 
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SB pee the 1930’s when socially 
sensitive criticism of American 
business enterprise probably reached an 
ideological peak, one of the favorite 
clichés used to discredit big business was 
“absentee control.” It was “absentee 
control” that foreclosed the mortgages 
on the hapless dust bowl farmers. It was 
“absentee control” that was accused of 
draining the natural resources of many 
western states, channeling the profits 
from Main Street to Wall Street. 


Among the old public utility holding 
companies, it was “absentee control” that 
was accused of milking the operating 
subsidiaries by charges for fictitious 
services, high-price equipment, etc. Big 
business, according to this critical view, 
was tending to concentrate more and 
more in the financial canyons of Wall 
Street, exercising far-flung domination 
over the economic lifeblood of many local 
areas of our country. 


WE haven’t heard much in recent 
years about that type of “absentee con- 
trol.” Utility companies certainly have 
been pretty well broken up and distrib- 
uted. But a new factor has entered the 
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field. It is the discovery that big business 
in the form of monopoly has not en- 
tirely disappeared. It has merely changed 
its address from New York, Boston, 
Chicago, Philadelphia, etc., to Washing- 
ton, D. C. 


te opening article in this issue is 
a thoughtful exposition of what is 


happening to the power industry—in the 
broadest sense of the term—in the Pa- 
cific Northwest as the result of Federal 
government activity. FRANK McLaucGu- 
LIN, president of Puget Sound Power & 
Light Campany, points out that the pub- 
lic rather than the investors in privately 
owned utilities may become primary vic- 
tims of a Federal policy of public-power 
expansion plans designed to chase pri- 
vate enterprise in the power industry out 
of the Pacific Northwest. The private in- 
vestors can write off their loss of busi- 
ness. But the public can never write off 
the possible resulting loss of economic 
liberty. 


Mr. McLauGHiin, whose article 
about what may happen to an entire area 
when it falls under the domination of a 
government monopoly opens this issue, 
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Is your financial information 


up to the minute? 


@ Data on public utility securities are 
compiled at the close of each month by 
Irving Trust Company and mailed 
promptly to many people who are daily 
concerned with utility financing. 


Information includes an index of yields 
on various grades of utility bonds, pre- 
ferred and common stocks . . . pertinent 
statistics on new electric and gas issues 
...asummary of reports on the recep- 
tion of the issues. 


If you are not receiving these timely 
monthly studies, drop a line to our 
Public Utilities Department . . . we'll be 
glad to add your name to our mailing 
list for the Security Price Data Sheet. 


IRVING TRUST COMPANY 


ONE WALL STREET . NEW YORK 15, N. Y. 
Capital Funds over $ 120 000,000 
Total Resources over $1,300,000,000 
WituraM N. Enstrom, Chairman of the Board 
Ricwarp H. West, President 


Public Utilities Department 
Tom P. Waker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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8 PAGES WITH THE EDITORS (Continued) 


started his career as an office boy with 
Stone & Webster in Boston in 1912. He 
took student extension courses at Brown 
University and in 1919 was sent to the 
Southwest to help with the management 
of several Stone & Webster properties 
there. He became manager of the Baton 
Rouge Electric Company in 1924 and 
district manager of the southwestern dis- 
trict of Stone & Webster in 1929. He be- 
came president of the Virginia Electric & 
Power Company in 1930 and transferred 
to the presidency of Puget Sound Power 
& Light Company in Seattle the follow- 
ing year, a post he still holds. He has 
been constantly active in professional and 
community matters, and has written 
numerous articles on management, eco- 
nomics, and utility affairs. 
ee 6 ¢ 


_ is the utility investor thinking 
about these days when the slow 
rise in utility rates seems incapable of 
keeping pace with the inflationary rise 
of operating costs? FRANK D. CHUTTER, 
utility specialist for the Massachusetts 
Investors Trust, gives us a penetrating 


X-ray picture of what the utility busi- . 


ness needs to retain its appeal for the 
investors, Since the utilities must raise 
vast amounts of equity capital to carry 
out necessary plant expansion over the 
next few years, this kind of advice is not 
only important but essential. 


Mr. CuutTter, whose article entitled 
“An Analyst Takes a Critical Look at 








JOHN E, BOULET 
MAY 22, 1952 


Utility Equities” begins on page 676, re- 
ceived his MBA degree from the Har- 
vard Business School in 1927 following 
graduation from Yale University in 
1925. He acquired a well-rounded back- 
ground in investment research and analy- 
sis during the next fifteen years in the 
investment banking, banking, and Fed- 
eral regulatory fields. In 1943 he joined 
the staff of Massachusetts Investors 
Trust and is in charge of research on 
utility, steel, and rayon industries. 
* * * * 


by E. Boutet of Central Surveys, 
Inc., Shenandoah, Iowa, has written 
us an informal account of how the utility 
employee magazine is growing up, be- 
ginning on page 689. Mr. Bout-ert is a 
graduate of the University of Cali- 
fornia (BA), Los Angeles, and the Uni- 
versity of Denver (MA). He has had 
newspaper and radio experience in Mil- 
waukee and Minneapolis and edited a 
magazine for power plant workers of the 
Detroit Edison Company before joining 
the Mississippi Valley Public Service 
Company, Winona, Minnesota. During 
World War II he served as a volunteer 
in the British Army in Burma. 
* * * * 


MONG the important decisions pre- 

printed from Public Utilities Re- 

ports in the back of this number, may 
be found the following: 


THE Oregon commission authorized a 
telephone company needing additional 
revenue to increase its rate for public 
coin boxes from 5 to 10 cents per call. 


(See page 1.) 


TuHeE Indiana commission ordered a 
telephone company to eliminate a provi- 
sion in its tariff which allowed a stock- 
holder a 25-cent discount despite the 
fact that the stockholders were required 
by the company’s bylaws to own their 
own instruments and were receiving only 
the preference which any subscriber who 
owned his own instrument would receive. 


(See page 9.) 


THE next number of this magazine 
will be out June 5th. 
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RE-DISTRICTING OR 
RE-ROUTING 


You can eliminate peak loads in 
Meter Reading and all subse- 
quent Customer Accounting Op- 
erations by re-districting and re- 
routing, with the help of BSD 
Public Utility Specialists. 





STORES CONTROL 


To cut your operating costs and 
inventory investment, BSD Com- 
modity Classification experts sys- 
tematize parts numbering and 
binning so as to prevent dupli- 
cations. 


*Business Services Departments 








eee 


ways BSD’ can help you cut operating costs 





METER SHEET TRANSFER 


BSD accurately transfers infor- 
mation from your old meter 
sheets—Set dates, Meter Num- 
bers, Rate codes, Last reading, 
Consumption, etc., relieving your 
own staff of this burden. 





BEG ANN +h SN ce AMAT Bet ME PUR ee eee 
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FIRE-SAFE EQUIPMENT 
FOR VISIBLE RECORDS 


BSD will recommend the most 
efficient, economical equipment 
for fire protection, at ‘‘point-of- 
use,” of your Customer Service, 
Customer History, Meter History 
and other visible records. H 


pfPenen 











FILE ANALYSIS AND 
REORGANIZATION 


BSD analysts are qualified to 
study your filing systems and 
procedures, recommend time- 


* saving, space-saving methods, 


and set up an economical, long 
range Record Retention Plan. 





INSTALLATION SERVICE 


BSD Installation Supervisors 
with public utility “know-how” 
train your personnel, supervise 
““cut-over,” set up a Manual of 
Operations . . . then periodically 
audit performance. 





OS A 2 oe. VO 


Remington Rand’s Business Services 
Departments serve public utility com- 
panies everywhere, large and small... 
planning and implementing record- 
keeping and filing methods, procedures 


and training ...and offering a wealth of 
proved-in-practice, cost cutting ideas. To 
learn more about BSD phone us locally 
or write. Remington Rand Inc., Room 
1105, 315 Fourth Ave., New York 10. 


Memington. Hand. 
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Coming IN THE NEXT ISSUE 


* 


THE JANUS STATE 


Janus was an ancient Roman deity who faced two ways at once. To some extent, the 
Federal government operation in Washington is following this example. George M. 
Gadsby, president of the Edison Electric Institute, has written a provocative and exclusive 
message pointing up the soundness of industry planning to meet current and future 
emergency needs despite harassment and double talk from government critics. 


THE BATTLE FOR THE ELECTRIC POWER PROGRAM 


James F. Fairman, Defense Electric Power Administrator, has written an account of how 
the material controls for the electric utility industry were created and set up and how 
they are working out. As a result of the organization and administration of DEPA policies, 
the objective of a Gargantuan power production increase has come definitely within 
view of government control and industry officials. 


BENEFITS FROM RIVER DEVELOPMENT—WITHOUT HITTING THE 
PUBLIC POCKETBOOK 


A tax-paying river development in New York state's Genesee valley does, through private 
enterprise, the job of flood control, produces power for the farmer and city dweller, 
manufactures fertilizers and fungicides, and assists the farm homemaker and businessman 
in many ways, adding to the prosperity of the area. The story of this river development 
is impressively told in this article by Alexander M. Beebee, president of the Rochester 
Gas & Electric Corporation. 


MAKING THE FEDERAL POWER COMMISSION WORK SUCCESSFULLY 


Chairman Thomas C. Buchanan has contributed an intimate and interesting review of 
what makes the wheels go round in the nation's top regulatory commission for interstate 
gas and electric utilities. Like all human machinery, it is not perfect, but the basic pattern 
is working out successfully and with co-operation and understanding may well become 
even more successful, notwithstanding the heavy case load now bulking the commission's 
dockets. 


INDUSTRY AND EDUCATION--PARTNERS IN PROGRESS 


Two years ago The Cleveland Electric Illuminating Company held its first College Faculty 
Seminar for industrial-educational understanding and co-operation. Last year, upon the 
success of its second meeting with the educators, the company decided to make these 
biennial get-togethers a part of its future business policy. This article by F. E. Verdin, 
the company's director of personnel, tells why. 


AFTER EMPLOYEE RELATIONS—THEN WHAT? 


A cold-blooded analysis of whether employee education is worth the effort and, if so, 
what the program entails. Donald D. Hoover, president of Bozell & Jacobs, Inc., which 
is the public relations agent for the Public Information Program, has gone to the survey 
records for some factual conclusions about employee understanding of industry problems. 


IS PUBLIC REGULATION OF UTILITIES IN JEOPARDY? 


Frank C. Sullivan, San Francisco public utility consultant and veteran newspaperman, 
formerly on the staff of the California Public Utilities Commission, makes a sober plea 
for more emphasis on public relations to support the necessary decisions of regulatory 
authorities during a period of rising prices. 


* 





A | SO .. . Special financial news, digests, and interpretations of court and com- 
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mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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How old is he? 


Au tortoises are mot the same age. 
One may be a mere youth of 25. 
Another may be nearing the century mark. 


Tortoises are running around in a variety of 
age groups. Customers’ bills vary numerically, 
too. Some run to much higher figures than 
others. 


A helpful approach 


In planning rate and promotional programs, 
it's most helpful to know, periodically, the 
number of customers’ bills in various kilowatt- 
hour classifications. 


Many utilities have such analyses prepared 
for them by the Recording and Statistical 
Corporation in its specially designed Bill Fre- 
quency Analyzer. This electric-mechanical 
equipment analyses as many as 200,000 bills 
each day, and the cost is less than if the work 
were done by a clerical force. 


Would you like the facts about this eco- 
nomical method of compiling usage data? Then 
write today for “The One Step Method of Bill 
Analysis.” We think you will find it very 
worthwhile. 





This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds 
in 300 registers—in one step! 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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“There never was in the world two opinions alike.” 
—MONTAIGNE 


Ropert M. Strozier 
Dean of students, University of 
Chicago. 


D,. A. Hutcy 
President, Lone Star Gas Company. 


MARTIN R. GAINSBRUGH 
Chief economist, National Indus- 
trial Conference Board. 


HERBERT Hoover 
Former President of the 
United States. 


W. GLENN CAMPBELL 
Economist, Chamber of Com- 
merce of the United States. 


Epitor1AL STATEMENT 
The Wall Street Journal. 


Everett M. DirKsEN 
U. S. Senator from Illinois. 


M. S. RUKEYSER 
Columnist. 


Epitor1AL STATEMENT 
Los Angeles Times. 
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“Every right to do something is matched by a respon- 
sibility to anticipate the consequences.” 


* 


“Who's going to bail out America if we follow Britain 
down the economic skid row of Socialism?” 


5 


“Re-examination is long overdue by the best brains 
this nation has of the réle of government in our essen- 
tially free form of society.” 


> 


“Without improvement in the minds and hearts oi 
men, law and institutions are not enough to prevent de- 
terioration in political behavior.” 


* 


“Both government and business should recognize the 
fact that nothing is to be gained by making government 
a directing and regimenting institution.” 


aa 


“'. . we see no reason why the Federal government 
should take your money and finance the supply of one 
of the raw materials we use in our business.” 


> 


“Tyranny comes in the garb of administrative despot- 
ism, in which the judgment of the bureaucrat has re- 
placed the economic decisions of the free market.” 


aa 


“In government . . . few die and none resign. Instead 
of regarding over-all management as the artistic job of 
selection and rejection, the bureaucrats merely super- 
impose new agencies on old bureaus, ever making gov- 
ernment more expensive and more complex.” 


* 


“Nobody in this administration seems to realize that 
economy is not in saving on some one big item, but in 
saving on a myriad of small ones. One of the nation’s 
largest corporations, the American Telephone and Tele- 
graph Company, takes the trouble to save even a half 
inch of copper wire and has found that it pays,” 
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This advertisement is neither an offer to sell, nor a solicitation of an offer to buy any of these 
Securities. The offering is made only by the Prospectus. 















New Issue May 7, 1952 


$12,500,000 


Wisconsin Electric Power Company 


First Mortgage Bonds, 314% Series due 1982 


Dated May 1, 1952 Due May 1, 1982 


Price 101.736% and accrued interest 


Copies of the Prospectus may be obtained from any of 
the several underwriters only in States in which such 
underwriters are qualified to act as dealers in securities 
and in which the Prospectus may legally be distributed. 


Glore, Forgan & Co. 
W. E. Hutton & Co. W.C. Langley & Co. _ Lee Higginson Corporation 
Paine, Webber, Jackson & Curtis Francis I. du Pont & Co. 
Fulton, Reid & Co. _— The Illinois Company _ First of Michigan Corporation 
Bosworth, Sullivan & Company, Inc. Kirkpatrick-Pettis Company 
C. F. Cassell & Co., Inc. DeHaven & Townsend, Crouter & Bodine 
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Mrs. Lyonet Rosinson 
Vice president, New York 
Federation of Women Clubs. 


JoHn W. CLINE 
President, American Medical 
Association, 


Harry Fioop Byrp 
U. S. Senator from Virginia. 


RAYMOND MOLEY 
Columnist. 


JAWAHARLAL NEHRU 
Prime Minister, India. 


Epitor1AL STATEMENT 
County Herald (Ouray, 
Colorado). 


SyDNEY SMITH 
Excerpt from “Edinburgh Re- 
view,” published in the year 1820. 
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“We know what smoke is. It’s that nasty, horrible, 
stinking, unhealthy stuff that comes out of chimneys and 
smokestacks. And you fellows better help shut it off.” 


> 


“The battle against socialized medicine is only about 
half won. This is no time for complacency. With all our 
energies, we must continue our campaign against Social- 
ism.” 


* 


“Does anyone who understands simple arithmetic be- 
lieve that the United States government can long con- 
tinue to spend at the rate of one-third of its citizens’ 
total income?” 


* 


“In all government regulation, the essential structure 
of our constitutional system should be respected. Federal 
regulation is appropriate only in matters that are truly 
interstate in character or are genuinely related to other 
Federal powers. Regulation, like other government 
processes, is at its best when those responsible are close 
to and familiar with the problem they seek to solve.” 


* 


“I certainly do not consider free enterprise has any- 
thing to do with the concept of democracy. Democracy 
is for the good of all people. I do not want to give pri- 
vate enterprise a place it has in some countries, where 
it is virtually a demigod. If private enterprise clashes 
with the interests of the country as a whole, it will have 
to be put down or perhaps have to go, root, trunk, and 
branch.” 


* 


“Now, while we are supposed to be fighting for the 
freedom of the world at large, our Federal government 
has gone into California and grabbed an entire river that 
has been supplying irrigation for farms and villages for 
fifty years in undisputed possession. . . . It looks like 
we had better do a little fighting at home to put the Fed- 
eral government in its place or we will be as badly off 
here as the Russians are.” 


* 


“ _,. the habit of dealing with large sums will make the 
government avaricious and profuse; and the system itself 
will infallibly generate the base vermin of spies and in- 
formers, and a still more pestilent race of political tools 
and retainers of the meanest and most odious descrip- 
tion; while the prodigious patronage which the collect- 
ing of this splendid revenue will throw into the hands of 
government will invest it with-so vast an influence, and 
hold out such means and temptations for corruption, as 
all the virtue and public spirit , , , will be unable to 
resist.” 
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This announcement appears as a matter of record only and is under no circumstances to be construed as an 
offering of these securities for sale, or as an offer to buy, or as a solicitation of an offer to buy, 
any of such securities. The offering is made only by the Prospectus. 


NEW _ISSUE 


417,719 Shares* 


South Carolina Electric & Gas Company 


Common Stock 


(Par Value $4.50 Per Share) 
*Subscription Warrants for these shares were issued to holders of the Common 


Stock of the Company and Subscription Warrants were exercised for 240,455 
shares. The remaining unsubscribed shares are being offered by the Underwriters. 


Price $9.625 per Share 





Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the underwriters, including 
the undersigned, as may legally offer these securities in such State. 


Kidder, Peabody & Co. 


May 5, 1952. 








MONI 


~ 


‘“ 
~ 


a so1upduio> spH 4P 
WNMOwv> ~ us 


" (1) omauee2d S— on ae ee Ca ‘al 
*(z) Ban d e  \ uao 

oi a P aae @ 6. 904 AlaviNod 
enopo4d eo sGno8v? * 2 (z)° enueatiend 

NY) YuITOuV>? “NL 
¢ 7 gassaNNnal 

, os0qsvee4D ee vv bd @ayso 
a iz) wel oq ruoisul A (1) SuAuSON 


a er ee 


\ 
=i 1108" VINIDUIA - 


snqss0ied re 


ANDNLNIA 


WNVIGNI 


SIONITH 


\ 
‘ 
\ 
\ 
\ 
\ 
' 
' 
' 


! 
nwnanen” 
yuoysd > 


y™ (2) 0490 


NYSIHOIW 
° 
\z) ynovet N 
4 











*aTeos 
edid yjIM' uoTyOveI WOT ‘pa 4 r 
po 70 enol WDARIA 6 Pd ‘TZ YBingsiid » Suipying yung ssouuDy OLIZ 


"wTY [10 aAr}00}01d B g ANVdWO) XONXA-MV1E IO 
yyim adid jo episur y20R 


sree | NOTSTAIG XONA-MV19 
Joyyee] US}SIOPT 
*syisodep 


yenp Sunpsrxo wap 200 9 LN3WLUVd3d LN3IWdINo’ SVD 


“Boj [10 a[qeys B sonpolg ¢ 


*TIIM LI "ESE “ON UNAzING 40f a4 


Joosd-aowopine —viep satsuayerdui0s 10 
St juaudmbe yeorpery v 78p SArsuoly A 


onesies *Ajisee pue ATyormb sour] Jemod o11jde7e pue ses 0} , SI SB,, poJO9UUOD aq 
pue ayes hnbene 0} Apeoi ore Aoy} ‘s}tun pe;quiesse-doys Zuteg ‘uorstAsedns Jo souep 
St [oujUOD oInzereduia], t -U9}}e UMUITUTUL YIM pue ATTeoryeUIOyNe ‘ATazes * * * UIvEIyS SVZ OY} UI 
‘ayeredo 03 Aseny Z Boj [lO e[qeys B Suronpoid ysnoryy surey_qoid uoryNqQLIystIp ses Temyeu 
-Tyeqsut 04 ofdung l Aueul AOS YOTyM szIUN pequiesse-doys ‘jooid-uorsojdxe ‘ayes are 
10320, 91QeI10g JeT[eus ey} pue JesZ0q [lo1Oe[q Jes1e, oy} YIOg 

SJUNLVad LNIIIVS 


"$10330,J [IO XOUY-MET_ JO oSN 94} YSNOIY} , SUOT}E[AI JOUIOJSNO, , Itay} 
peaoidult savy szutod Surynqiaystp 09 UY} e10UI uvak D UDY) Ssaz UT 


nee 








MON OU4s O41] SOIUDAMWIOD SPH IPUL w 


BS i YNIOUv> * XN au2z009004 AIS VvViNOod 
(1) omsauee2d 








18 Public Utilities Fortnightly 








AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


“[ never thought of floors in relation to earning power” 














“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms 

of money saved. They mean more revenue over the years 

and earlier revenue right from the start. Let’s look at the details—” 


Write for the simple facts— 
H. H. ROBERTSON COMPANY 


2424 Farmers Bank Building, Pittsburgh 22, Pennsylvania 
Factories in Ambridge, Po., Hamil Ont., Ell pert, Englend 


Offices i 50 Principal Chiee + & Werld- Wide Building Service 





HERE'S WHAT THE ARCHITECT SHOWED 





Why Q-Floor reduces building time 
20 to 30%. 


QFloor is steel subfloor, delivered pre 
cut. Two men can lay 32 sq. ft. in 30 sec- 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 





Why Q-Floor keeps a building modern. 


The steel cells of Q-Floor are crossed over 
by headers for carrying the wires of every 
electrical service, regardless of how many 
new busi hi may be in d 
An electrical outlet can be established on 
every six-inch area. It requires but a small 
hole, takes literally only a few minutes. 
No muss with trenches. Tenants can have 





as many outlets, changed as often and 
located exactly, as they please. Such per- 
manently flexible floor plans keep a build- 
ing permanently modern. The exterior may 
grow old-fashioned, but with live arteries 
of power in the floors, the building iteel/ 
wil) never be electrically outmoded. 
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vx ENTRAL ARIZONA LIGHT AND POWER COMPA 
Phoenix, Arizona 


EECE - 
fevile , 


ALTERNATOR SYSTEM 











USES THE 


\ 








\ 


@ This forward-looking organization is 
another one of the many Public Utilities 
who enjoy the advantages of the L-N 
Alternator System. 


On your two-way radio cars and trucks... 
or wherever current demands are high . . . 
the L-N Alternator System will give you: 


25 to 35 amperes with engine idling 


lower radio maintenance costs 
more consistent radio operation 
There are L-N Alternator Systems rated at 
50 amps. and 80 amps. for 6-volt systems; 
60 to 150 amps. for 12-volt systems. 

For all the facts, write The Leece-Neville 
Company, Cleveland 14, Ohio. Automotive 
Electric Equipment for Over 40 Years. 


new freedom from battery troubles 
longer battery life 


Distributors in principal cities 
. . Service Stations everywhere. 












BE SURE TO SPECIFY LEECE-NEVILLE 





ALTERNATOR SYSTEMS * GENERATORS « STARTING MOTORS 
FPPC - REGULATORS « SWITCHES « FRACTIONAL HP MOTORS 
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DIESEL OFF-HIGHWAY PASSENGER RAILROAD MARINE inous 
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Main building will be 675 feet 
long, with boiler area covering . 
space of 338’ x 180’, 


Switchyard, 800 feet long, will 
handle the power switching of 
other stations as well as that of 
Contra Costa. 


One of the banks of 60-cell FME-17 Exide-Manchex Batteries in 
Contra Costa Plant, a duplicate of those in Moss Landing Plant. 


‘ 


IN P.G. & E.’s GREAT NEW CONTRA COSTA PLANT 


Exide-Manchex Batteries 


At Antioch, California, another giant unit 
of the Pacific Gas & Electric Company’s 
vast system is nearing completion. It’s 
the big Contra Costa Plant, equalled 
west of the Mississippi only by its power 
twin, the company’s Moss Landing Plant 
at Monterey. 


Officially placed in operation in July, 1951, 
the Contra Costa Plant will be producing 
at full capacity in 1953, when it will add 
” 770,000-hp to the company’s 58 hydro- 
electric and 17 steam plants now in opera- 
tion. All plants are interconnected and form 
one of the largest power pools in the world. 


In both the Contra Costa and Moss Landing 
Plants, are Exide-Manchex Batteries... 
used by many utilities because they assure: 


POSITIVE OPERATION: Dependable performance at 
ample voltage with no switching failures. 
INSTANTANEOUS POWER: High rates for switch- 
gear operation with adequate reserve power for all 
other control circuits and for emergency lighting. 
LOW OPERATING COST: Extremely low internal 
resistance. 

LOW MAINTENANCE COSTS: Water required about 
twice a year. No change of chemical solution 
needed during life of battery. 

LOW DEPRECIATION: Sturdy, long-life construction. 
GREATER CAPACITY in a given amount of space 
avoids overcrowding. 

These features combine to make Exide-Manchex 
your best battery buy for all control and sub- 
station services. 

THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 

“Exide” and ““Manchex" Reg. Trade-marks U.S. Pat. Of. 


1888 ...DEPENDABLE BATTERIES FOR 64 YEARS...1952 
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You can rely on 
LEFFEL Hydraulic Turbines 


To be sure of top power and minimum 
rouble specify Leffel hydraulic turbines. 
F Leffel turbines have an unparalleled 
record of efficient year-in year-out 
service. And when power means profit 
—an ever-dependable Leffel is what 
you need. 
Leffel offers you a wide range of ca- 
pacities in hydraulic turbines and a 
complete line of turbine accessories. 


Our plant is entirely modern and well- 
equipped. Our staff is made up of ex- 
perienced, highly-competent engineers, 
ready to give you expert help on com- 
plete new turbine installation or mod- 
ernization. And continued interest in 
Leffel turbines after installation is part 
of our service. 


Leffel puts 90 years of complete hy- 
draulic turbine experience at your dis- 
posal. Inquire now, without obligation. 


THE JAMES LEFFEL & CO. 


DEPARTMENT P ¢ SPRINGFIELD, OHIO, U.S.A. 


FFFICIENT HYDRAULIC POWER FOR 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy 
any of these Securities. The offer is made only by the Prospectus. 


NEW _ ISSUE 


New Jersey Natural Gas Company 


106,000 Shares 


Cumulative Preferred Stock, 6% Series 
(Par Value $20 per Share) 


to which are attached 
106,000 
Common Stock Purchase Warrants 
expiring April 30, 1956 
(EACH ENTITLING THE HoLpER THEREOF TO PURCHASE 1 SHARE OF COMMON SrocK) 
212,000 Shares 


Common Stock 
(Par Value $10 per Share) 


OFFERED IN 106,000 UNITS 
Each Unit consisting of: 1 Share of Cumulative Preferred Stock, 6% 
Series (with 1 Warrant attached) and 2 Shares of Common Stock. 


Price $50 per Unit 


THESE SECURITIES ARE OFFERED WHEN, As AND IF ISSUED AND 
SUBJECT TO THE APPROVAL OF THE FEDERAL PowEeR COMMISSION. 


Copies of the Prospectus may be obtained from the undersigned only in such 
States where the undersigned may legally offer these Securities in 
compliance with the securities laws thereof. 


Allen & Company 


Union Securities Corporation Shields & Company Salomon Bros. & Hutzler 
Blair, Rollins & Co. Auchincloss, Parker & Redpath Sutro Bros. & Co. 
Incorporated 


William R. Staats & Co. Woodcock, Hess & Co., Inc. Gerstley, Sunstein & Co. 


Straus, Blosser & McDowell Hirsch & Co. Shearson, Hammill & Co. 
Terry & Company Brooke-Willis, Inc. Yarnall & Co. Riter & Co. 
Hamlin & Lunt Suplee, Yeatman & Company, Inc. 
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ELLIOTT MOTORS 
serve utilities well / 


LARGE MOTORS of Elliott ‘“Fabri-Steel” 


construction are more and more in evidence in 


Two Elliott 600-hp, 3570-rpm, 
two-pole squirrel-cage induction 
motors driving boiler-feed 
pumps in a prominent eastern 
station. Elliott motors are also 
used in this plant for driving 
coal pulverizers, induced-draft 
and forced-draft fans, ash sluice 
pumps, etc. In outdoor splash- 
proof design, Elliott motors oper- 
ating in the open, exposed to all 
weathers, are also serving utili- 
ties all over the country. 


ELLIOTT Company 


Ridgway Division CROCKER-WHEELER DIV., AMPERE, #4 
Plants at: JEANNETTE, PA. « RIDGWAY, PA. 
RIDGWA Y, PA. AMPERE, N. J. ¢ SPRINGFIELD, O. e NEWARK, N. J. 
DISTRICT OFFICES IN PRINCIPAL CITIES 


utility service. These motors are actually tai 
lored of steel plate, flame-cut, electrically welded 
throughout, and machined to close limits where 
required. This construction allows a new free 
dom of motor design, great rigidity, positively 
maintained air gap, extremely easy access, and 
lower maintenance. 

Available in all required types and enclosures, 


Bulletins on request. 
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Northwest Electric Light and Power Association, Accounting and Business Practice 


Session, begins, Medford, Ore., 1952. 
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Gas Appliance Manufacturers Association ends 3-day annual meeting, Colorado ® 
Springs, Colo., 1952. 
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American Gas Acoetetion will hold research and utilization conference, Cleveland, 
Ohio, June 5, 6, 195 











Controllers Institute of America begins midwestern conference, Cincinnati, Ohio, 1952. 








AGA begins production and chemical conference, New York, N. Y., 1952. 
AWWA€A, Canadian Section, begins annual meeting, Montreal, Quebec, Canada, 1952. 
















a Association of Public Utilities begins annual convention, Jefferson City, Mo., 
952. 









Pennsylvania Electric Association, Prime Movers Committee, begins spring meeting, 
Easton, Md., 1952. 





T* | { Southwestern Gas Measurement short course ends, University of Oklahoma, Norman, 
| Okla., 1952. 





q National Association of Electrical Distributors will hold annual convention, Atlantic 
City, N. J., June 8-12, 1952. 








Ss 4 International Organization of Standardization will hold triennial meeting, New e:) 
York, N. Y., June 9-21, 1952. 





JUNE @ 





1 | S | { American Water Works Association, Pennsylvania Section, will hold annual mecting, 
| Erie, Pa., June 18-20, 1952. 





Edison Electric Institute begins annual convention, Cleveland, Ohio, 1952. 
North Dakota Telephone Association begins annual convention, Minot, N. D., 1952. 


=A=4 








q National District Heating Association begins annual meeting, Skytop, Pa., 1952. 








q Indiana Telephone Association begins annual convention, Indianapolis, Ind., 1952. 
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U. S. Department of the Interior photo 


Tough Terrain along the Bonneville-Dalles Line 


Showing steel tower which had to be built around Shell Rock mountain in the Columbia gorge. 
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Pacific Northwest in the Big 
Squeeze of Big Government 


It és becoming recognized that regional developments by gigantic multi- 
purpose Federal projects may make the continued operation of a private 
power company economically untenable in certain areas. That, in ttself, 
ss bad enough. When that happens, however, the process used by gov- 
ernmental authority to acquire and absorb operating private utility 
properties creates a most important policy issue—one which can well 
determine whether the people of the area shall continue to enjoy economic 
and efficient service under their own control—or become the hopeless 
victims of a federalized monopoly, inaugurated under a ruthless divide- 
and-conguer program designed to strip the local area of tts economic 
independence. 


By FRANK McLAUGHLIN* 
PRESIDENT, PUGET SOUND POWER & LIGHT COMPANY 


HE Pacific Northwest is present- 
ly a huge Federal government 
electric power empire and seems 
destined to be more so in the future. 
This is evidenced by the fact that dur- 
ing the 1951-52 peak-load periods, the 
Federal hydro system supplied 71.4 


*For additional personal note, see “Pages 
with the Editors.” 
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per cent (by 1958-59, 80 per cent is 
indicated) of the total hydro genera- 
tion of all the private utilities and 
public agencies comprising the western 
group of the Northwest Power Pool. 

Many will find it difficult to recon- 
cile that this great frontier, hewn from 
a wilderness by resolute pioneers, 
should now be dependent on “Big” 


MAY 22, 1952 














PUBLIC UTILITIES FORTNIGHTLY 


government for its very existence. 
This is a sobering and ominous state 
of affairs and it poses these pertinent 
questions : 


(1) Why is it that the Federal gov- 
ernment dominates the pow- 
er field in the Pacific North- 
west ? 

(2) What are the implications and 
the consequences of a virtual 
Federal monopoly of this 
region’s basic resource — 
hydroelectric power? 


Bicone carne we, as a people, 
seem reluctant to learn from the 
experience of others. Apparently we 
have to lose precious assets and free- 
doms before we appreciate the value 
of what we have lost. However, be- 
cause it has happened here, it is felt 
that answers to these questions—predi- 
cated upon intimate knowledge and 
actual experience—should have wide 
significance. This view is clearly ex- 
pressed in a cogent editorial—“Case 
History”—commenting on the plight 
of the Puget Sound Power & Light 
Company, which appeared in The 
Bellingham Herald of March 11, 
1952, and is quoted in part as follows: 


Because this is a “case history” in 
government invasion and absorption 
of a private enterprise—the thing that 
is credited with generating our eco- 
nomic system—Puget Power’s posi- 
tion is more than the plight of a single 
corporation. 

To persons who may be tempted to 
say @ corporation needs no sympathy, 
it can only be noted that if one phase 
of our economy, or even one corpora- 
tion, can be put through the wringer 
by government—which is the biggest 
thing we have today—who can say 
that any other private enterprise ts 
safe from a similar fate? 


|. ge it provides the substance 
for the monstrous public power 
buildup, it should be realized at the out- 
set that the Pacific Northwest pos- 
sesses the greatest hydroelectric re- 
sources in the United States—the po- 
tential being in excess of 30,000,000 
kilowatts, of which around 25 per cent 
has been or is now being developed. 
The region has presently no other 
comparable energy base, such as nat- 
ural gas, oil, or coal, which is available 
on a competitive cost basis. An ade- 
quate, dependable, low-cost hydro- 
electric power base is therefore vital to 
the region’s economy and way of life. 

As would naturally be expected, the 
development of hydroelectric projects 
in this state was initially pioneered by 
private capital, but around the turn of 
the twentieth century, the cities of 
Seattle and Tacoma ventured into the 
utilization of water power to produce 
electricity. So, public power came into 
being. Ever since, its expansion has 
been nurtured by “Big” government 
with every conceivable kind of public 
agency now in the act. 


B way of background, it is desired 
to point out that there has always 
been quite a glamour and fascination 
in the public mind with regard to the 
harnessing of rivers for the produc- 
tion of electric power. This has been 
capitalized on by the demagogues and 
politicians, who, for many years, have 
used the issue of the development of 
this region’s vast water-power re- 
sources as a steppingstone to public 
office and as a millstone to be hung 
around the necks of the private utili- 
ties. 

Their alluring propaganda line 
runs something like this: 
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PACIFIC NORTHWEST IN BIG SQUEEZE OF BIG GOVERNMENT 


These mighty rivers flowing swiftly 
down from the majestic mountains of 
this magnificent country are your 
God-given heritage. They belong to 
you—the people. You should build 
the hydroelectric projects. You 
should not permit them to be devel- 
oped by the greedy wolves of Wall 
Street, whose only purpose is to make 
huge profits at your expense, 


In that many residents of the region 
—because of their antecedents—have 
an affinity for co-ops, and the like— 
the tirades against private power 
found attentive ears and responsive 
audiences. Thus the stage was set for 
a bitter struggle between private and 
public power and the state of Wash- 
ington became the scene of the “hot- 
test” ideological power war imagina- 
ble, with Puget’s service area the main 
battleground. It also should be noted 
here that public power would not have 
grown as it has if so many people— 
who are beneficiaries of the private en- 
terprise system —had not forsaken 
their heritage for a seat on the public 
power band wagon. Puget, long con- 
fined to the “torture chamber,” is un- 
der death sentence today because, over 
the years, it has been sold down the 
river by those who gave their patron- 
age and support to public agencies, or 
refused to vigorously fight to preserve 
free enterprise. After all, it’s the peo- 
ple who make the decisions and write 


e 


the ticket as to the kind of utility 
which furnishes their electric service. 


HE betrayal of their public trusts 

by the Insulls, the Hobsons, and 
others of their ilk, and the propublic 
power policies and acts of the Roose- 
velt administration, put the private 
utilities in the doghouse and gave the 
local demagogues and public power 
advocates effective ammunition for 
the launching of new and heavier at- 
tacks on the utility companies. The 
approach was not so much one of 
reformation, where necessary, and the 
elimination of the abuses which exist- 
ed, as it was to put the private com- 
panies out of business and supplant 
them with public operations. 

In the wake of such goings-on, 
vicious and barbaric state laws were 
enacted and public utility districts 
(PUD’s) were conceived and organ- 
ized in the state of Washington. Short- 
ly thereafter a number of PUD’s at- 
tempted to get into business through 
piecemeal condemnation, but their 
initial efforts were unsuccessful. One 
of the major deterrents in those days 
was the difficulty of individual PUD’s 
obtaining a power supply. 

Up to the time that the huge Fed- 
eral projects on the Columbia river at 
Grand Coulee and Bonneville were 
brought into being in the late thirties, 


ernment electric power empire and seems destined to be 


q “TuHeE Pacific Northwest is presently a huge Federal gov- 


more so in the future. This is evidenced by the fact that 
during the 1951-52 peak-load periods, the Federal hydro 
system supplied 71.4 per cent (by 1958-59, 80 per cent is 
indicated) of the total hydro generation of all the private 
utilities and public agencies comprising the western group 
of the Northwest Power Pool.” 
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power production was at the local 
level. 

With the entrance of the Federal 
government into the power supply 
field in a big way, and its building of a 
vast transmission network, the whole 
power picture changed radically. The 
Federal projects were glamorized in 
the best New Deal manner and the 
people were deluged with propaganda 
as to the amazing benefits that would 
result from the production of huge 
quantities of cheap public power. Un- 
cle Sam was represented as ever the 
Santa Claus for the more abundant 
life. 

The PUD’s, municipalities, and 
other public agencies, were encouraged 
and prodded to get into the electric 
business and to distribute Bonneville- 
Grand Coulee power — the objective 
being to liquidate the private utilities. 
Because the PUD’s then had a power 
supply from Federal projects at their 
front doors, there was an epidemic of 
condemnation suits, and every private 
utility in the state has subsequently 
lost some property as a result of con- 
demnation actions. 


|: yraoenny it clearly evidences basic 
intent, it should be understood 
that the Federal government has long 
sought to obtain possession of Puget’s 
“power pool.” In March, 1944, the 
government proposed purchase of the 
company’s entire electric properties— 
the plan being that it would retain 
Puget’s generation and transmission 
facilities and eventually sell the distri- 
bution properties to various public 
agencies. This proposal was unaccept- 
able to the company, which strongly 
feels that the public interest is best 
served by keeping its “power pool” in 
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local hands. But the Federal govern- 
ment is persistent in its objectives. 
Again in December, 1950, “Big” gov- 
ernment threatened seizure of Puget’s 
Rock Island hydro project on the Co- 
lumbia river for the purpose of ex- 
panding it so as to provide power for 
an aluminum plant to be located near 
by. The government’s plans were 
thwarted by the company entering into 
an agreement for the enlargement of 
generating facilities with the Chelan 
PUD, which has Rock Island under 
condemnation. 

Grand Coulee (present capacity 2,- 
160,000 kilowatts) was initially un- 
dertaken in the depression thirties as a 
“make work” project, and it and the 
Bonneville development (present ca- 
pacity 564,000 kilowatts) were also 
said to be designed as yardsticks for 
measuring the performance of the pri- 
vate utilities. Then along came World 
War II, creating not only a market for 
Bonneville-Grand Coulee power, but 
also providing a springboard from 
which the Federal planners pushed the 
covernment “head over heels” into the 
power business. 


wn the original approach with 
regard to multipurpose projects 
in this region was one of power being 
more or less incidental or related to 
irrigation, flood control, and naviga- 
tion, under the impetus of require 
ments for national defense, power be- 
came the dominant feature. The Fed- 
eral government forthwith declared 
its intention to develop the best avail- 
able power sites on the Columbia and 
tributary rivers. Large power-con- 
suming industries, such as aluminum, 
magnesium, and heavy chemicals, were 
located in the region. The demands 
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PACIFIC NORTHWEST IN BIG SQUEEZE OF BIG GOVERNMENT 























Price of “Absentee Management” of Regional Resources 


CC [EDERAL domination of the region’s hydro power resources has 
not brought an adequate power supply, but it has placed the 

well-being of the people and the economy of the region largely at the 

mercy of ‘Big’ government. Instead of getting a free ride on the Wash- 

ington, D. C., merry-go-round, the citizens of the Pacific Northwest 

are faced with having to pay a high price for something they seem to 
have lost—control of their own resources and destiny.” 





for electric power skyrocketed — and 
this brought forth more and more 
Federal power projects. 


HE influx of heavy power-con- 

suming industries substantially 
changed the economy of the region, 
giving it an industrial base which it 
did not have prior to the early forties. 
Because of this, and other factors, the 
demand for kilowatts kept on climbing 
subsequent to World War II. The 
Korean war and the present national 
defense program further accelerated 
the expansion of the Federal govern- 
ment’s generation and transmission 
facilities in order to supply the greatly 
increased power needs. The govern- 
ment at present has under way proj- 
ects which are anticipated to provide 
a total of some 4,000,000 additional 
kilowatts by the late fifties. Congress 
has also authorized 12 more projects, 
totaling around another 4,000,000 


kilowatts, for which appropriations 
have not been made. 

In the face of the tremendously 
large, “low-cost” Federal power de- 
velopments, and the government’s 
propublic power-marketing policies, it 
became unfeasible for the private 
utilities to build new generating 
facilities. 


AS a practical matter, the day the 
Federal government entered the 
picture in the Pacific Northwest, the 
private utilities were, for the most 
part, stopped in their tracks and the 
Federal government took over the 
primary responsibility for the future 
power supply of the region. Because 
of the temporary advantage of ac- 
celerated amortization permitting rap- 
id tax write-offs, and other factors, 
some of the private utilities in the 
region are now building several hun- 
dred thousand kilowatts of additional 


667 MAY 22, 1952 











PUBLIC UTILITIES FORTNIGHTLY 


hydro capacity. Certain local public 
agencies are also increasing their 
hydro generating facilities, but in toto 
this is just a drop in the bucket com- 
pared with what the Federal govern- 
ment is now doing, and what it has 
projected and authorized, as to power 
supply. 

Of course, a primary cause for pub- 
lic power’s existence and growth in 
the Pacific Northwest and elsewhere, 
is its tax subsidies, cheap money, and 
other advantages, which, under pres- 
ent laws and conditions in the state of 
Washington, amount to around 30 
cents per dollar of gross revenue. Take 
in the matter of Federal income taxes 
alone, public agencies exempt from 
such taxes presently have 100-cent 
dollars of net income, as compared 
with only 48-cent dollars, or less, for 
the tax-burdened private utilities. No 
business can give its competitors sub- 
stantial cost advantages and hope to 
live. As things stand today, private 
and public power cannot competitive- 
ly co-exist, any more than Capitalism 
and Communism can live in the same 
house. 

The priority (preference clause) 
accorded public agencies in the availa- 
bility of electric power from Federal 
projects has also been used as an effec- 
tive tool for the expansion of public 
power in this region. 


N™ let us take a look at the im- 
plications and consequences of 
a virtual Federal monopoly of the 
Pacific Northwest’s basic resource— 
hydroelectric power. To help bring 
the picture into focus with regard to 
Puget’s and the over-all situation, it is 
appropriate to further quote from The 
Bellingham Herald’s “Case History” 


editorial of March 11, 1952, as fol- 


lows: 


Meanwhile, the Federal government 
is pictured as standing by in eagerness 
to see the corporation broken up piece- 
meal under the state’s “vicious and 
barbaric” laws, so that it may attempt 
to realize its long-cherished ambition 
of grabbing off the company’s genera- 
tion and transmission facilities on its 
own terms and thus make its control 
of the power field more binding. 

So it is a three-way squeeze: (1) 
piecemeal condemnation by individual 
PUD’s, now in progress; (2) over-all 
acquisition, favored by the company as 
the lesser of the evils, if it is to be ab- 
sorbed by public power; and (3) ul- 
timate control by the Federal govern- 
ment through the Bonreville Admin- 
istration. 

As The Mount Vernon Argus stat- 
ed the case, “the choice is rapidly nar- 
rowing now, not as between private 
and public power, but between locally 
and federally controlled power.” 

The impact of this is that originally 
the assault on “private power’ was 
fostered under the guise of “local own- 
ership and control.” As the squeeze 
increases it is the biggest government 
of them all that threatens to absorb the 
lesser. Private enterprise is the pawn 
in the game. (Italics supplied. ) 


Be Federal government is today 
in the driver’s seat as a result of 
assumption of control of the region’s 
basic resource — hydroelectric power. 
This situation came about because of 
(a) the Columbia basin’s huge hydro- 
electric power potential; (b) power 
development being tied in with and re- 
lated to irrigation, flood control, navi- 
gation, and other Federal functions, 
embracing a wide geographical area 
and with the Federal government as 
the only entity with the authority and 
resources adequate to develop huge 
multipurpose projects; (c) wars, and 
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the threat of war, which prompted the 
location in the region of large power- 
consuming industries, thus establish- 
ing a substantial industrial base and 
consequent greatly increased power 
demands ; and (d) the low power rates 
of the Federal government’s Colum- 
bia river system. 

It is no secret that the Federal gov- 
ernment’s ambition is not only a mo- 
nopoly of power production, but con- 
trol of end use as well. That this is 
not simply a pipe dream of a belea- 
guered private utility official, whose 
company is being victimized, is evi- 
dent from the following quotations 
from statements made by C. A. Er- 
dahl, commissioner of public utilities 
of the city of Tacoma (municipal 
plant) and chairman of the Pacific 
Northwest Power Conference (in- 
cludes representation from all private 
and public utilities comprising the 
western group of the Northwest 
Power Pool) : 


Tacoma News Tribune— 
December 9, 1951 

We want to have the BPA (Bonne- 
ville Power Administration) as a 
partner, not a boss. The main battle 
lies in the fact that the Federal gov- 
ernment is determined to control all 
the electrical power in the Northwest. 


Tacoma News Tribune— 
February 4, 1952 
I feel that the question of whether 


e 


I am to be re-elected as commissioner 
of public utilities [was re-elected] is 
definitely related to the question of 
whether the city of Tacoma is to main- 
tain an independent position in the 
service of electric energy to its homes 
and industries, or is to become merely 
a cat’s-paw in a gigantic Federal sys- 
tem of power supply under rules, reg- 
ulations, and politics dictated from 
Washington, D.C... . 

At first, neither the state nor the 
Federal government was interested in 
electric power supply. But since the 
late 1930’s, the United States govern- 
ment has become a dominating factor 
in the generation and distribution of 


power. 


ete shows that when the 
people of a region turn a major 
function, such as power supply, over 
to the Federal government, they are in 
for a rough ride on the Washington 
merry-go-round. Under such circum- 
stances, instead of having power ex- 
pansion geared to the demands of the 
region, it is tied to the attitudes of the 
President and of Congress and sub- 
ject to the byplay and interplay of all 
sorts of extraneous factors and po- 
litical pressures. Among other things 
involved are party, sectional, and 
ideological differences—changing pol- 
icies as to pump-priming, defense 
spending, and budget-slashing — in- 
flationary or deflationary trends — 
and, of course, logrolling and red tape. 


“... it is apparent that the Federal government not only 
wants a monopoly in the field of generation and transmis- 
sion, but its purpose is to rigidly control retail distribution 
of electrical energy as well. That a pattern is being evolved 
to accomplish complete domination is evident when one 
pieces together the tactical maneuvers, the expansion 
schemes, and the contract and other practices of the Federal 


government.” 
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Further, most members of Congress 
are more concerned with the welfare 
of the particular areas they represent 
than in fostering the development of 
the Pacific Northwest. 

Despite its vast hydroelectric power 
potential, the Pacific Northwest has 
been plagued and menaced by a chronic 
power shortage for several years now, 
and it is indicated that such will be 
the case for some time. Recently a 
spokesman for the Federal govern- 
ment placed the date when the short- 
age might end as 1958. As a matter 
of fact, under the circumstances of 
complex government procedures and 
involved political processes, and with 
appropriations dependent, among oth- 
er things, upon the moods of Con- 
gress, it is not clear how there can be 
assurance of the regional power sup- 
ply being in balance with demand at 
any time. Further, the Federal gov- 
ernment’s power program is currently 
engulfed in controversies involving, 
among others, such issues as states’ 
and Federal rights—fish against pow- 
er, and public versus private power. 


| i a pungent editorial on February 
5, 1952, the Seattle Post Intel- 
ligencer made the following observa- 
tions with regard to the power short- 
age: 


There is no question that the avail- 
able power is not sufficient to meet the 
demand but Seattle citizens who have 
such a big stake in City Light (mu- 
nicipal plant) may well question how 
this has come about. 

They may ask—and should ask— 
whether City Light’s hookup with a 
Federal satrapy with a proconsul in 
Portland and first allegiance to a 
bureaucracy in Washington, D. C., is 
any good for the people around here. 


They may well ask whether the first 
concern of the Bonneville Power Ad- 
ministration has been to sell the power 
generated by the rivers of this area not 
to the best advantage of the people of 
this area but primarily to make a fine 
financial showing back in Washington, 
D. C. 

Much of our power is being taken 
by low-employment aluminum _fac- 
tories for reduction of ore that is 
processed into finished products else- 
where. Perhaps this is necessary. But 
the way the present national adminis- 
tration has kicked around the alumi- 
num problem as a whole does not in- 
spire much confidence in its views one 
way or the other. 

We are being starved for power in 
the midst of boundless natural re- 
sources. 

Plenty of excuses for this sad state 
of affairs have been forthcoming. 

But a lot of them haven’t sounded 
too convincing. 


AS previously remarked, it is appar- 
ent that the Federal government 
not only wants a monopoly in the field 
of generation and transmission, but its 
purpose is to rigidly control retail dis- 
tribution of electrical energy as well. 
That a pattern is being evolved to ac- 
complish complete domination is evi- 
dent when one pieces together the 
tactical maneuvers, the expansion 
schemes, and the contract and other 
practices of the Federal government. 
Take rates as an example—the gov- 
ernment fixes the rates, terms, and 
conditions under which the local utili- 
ties purchase power from the Federal 
system, and the so-called 5-year con- 
tracts signed with the private utilities 
last year contain a provision which 
gives the government a club as to the 
retail rates of the five utilities involved, 
notwithstanding that such rates are 
already regulated by state or Federal 
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The Shadow of Federal Competition on Private Financing 


CC YN the face of the tremendously large, ‘low-cost’ Federal power 

developments, and the government’s propublic power-marketing 
policies, it became unfeasible for the private utilities to build new gen- 
erating facilities. As a practical matter, the day the Federal govern- 
ment entered the picture in the Pacific Northwest, the private utilities 
were, for the most part, stopped in their tracks and the Federal govern- 
ment took over the primary responsibility for the future power supply 

of the region.” 





commissions, or both. In essence, the 
contracts provide that as, if, and when 
the Bonneville Power Administration 
is in a position to furnish the utilities’ 
prime power requirements, domestic 
and rural rates must be reviewed an- 
nually, and if an agreement is not 
reached regarding such rates, Bonne- 
ville can refuse to extend the power 
purchase contracts. 


AS illustrative of the whip-hand held 
by “Big” government over the re- 
tail rates of a local public agency, it 
should be pointed out that the contract 
under which the Snohomish PUD 
purchases power from the Bonneville 
Power Administration provides that 
before power is delivered to the dis- 
trict, the resale rates have to be ap- 
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proved by BPA and except upon BPA 
approval, the district cannot change its 
rates. Also, if the district increases or 
alters its resale rates or changes the 
relationship between rates for various 
classes of customers without BPA 
approval, the contract can be canceled 
within eighteen months. Further, the 
district is required to furnish operat- 
ing and financial data as to its per- 
formance to BPA. If the data are un- 
duly delayed, BPA may obtain the in- 
formation with its own staff. (The 
Snohomish County PUD was given 
this power contract so it could substi- 
tute condemnation proceedings against 
the company. ) 

Suffice it to say, that when the Fed- 
eral government fixes the rates at 
which a local purchaser both buys and 
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sells, the utilities affected—be they pri- 
vate or public—are to all intents and 
purposes placed in strait jackets and 
become more cr less “captive” entities. 


| Dewey: and since World War II, 
the Federal government — be- 
cause of its domination of the power 
supply—has dictated the nature and 
the site of large industry located in 
the Pacific Northwest. During World 
War II, by refusing to provide the 
additional power required, it declined 
to permit the Aluminum Company of 
America to expand its facilities at 
Vancouver, Washington. In this in- 
stance, control of electric power was 
used to prevent the further growth of 
a so-called monopoly and to foster 
competition because the power denied 
Alcoa was made available to another 
corporation so that it could enter the 
aluminum field. 

The Federal government is responsi- 
ble for the locating of the large power- 
consuming industries in the region (to 
the exclusion of others). Even though 
almost 50 per cent of the pig alumi- 
num production in this country was at 
the time coming from the Pacific 
Northwest, last year the Interior De- 
partment dictated the establishment 
of additional aluminum plants near 
Wenatchee, Washington, and at 
Kalispell, Montana. With power in 
short supply, such acts by government 
deprive the area of industrial di- 
versification essential to a balanced 
economy. 

The Federal government’s trans- 
mission lines blanket the region and it 
presently serves direct a number of 
large industrial customers. It is un- 
derstood to be the government’s ambi- 
tion to supply all large industry in the 


region. The Federal transmission fa- 
cilities appear to be designed with this 
end result in mind. It is currently 
somewhat handicapped in the fulfill- 
ment of this objective by a regional 
power shortage, but when the power 
supply is sufficient as a result of a de- 
pression, or otherwise, it is anticipated 
that the government will make an all- 
out drive—through rate concessions 
and special inducements—to obtain 
the large customers of local utilities, 
regardless of whether they are private 
or public. In recent years, Puget has 
lost a number of large power custom- 
ers to the Federal government, such as 
Simpson-Rayonier, Crown-Zellerbach, 
the Bremerton Navy Yard, and the 
Clallam PUD. 


W ITH power in short supply and 
the private utilities limited as to 


the size of the new power loads ther 
can take on, the spectacle unfolds of 
the Federal government sending its 
representatives into Puget’s territory 
to dangle plums in the way of new 
industries before the eyes of cities 
hungry for such plums. This appears 
to be an attempt to make such com- 
munities conscious of the fact that 
their progress and welfare depend on 
their playing the game the way the 
Federal government wants it played. 
These cities are told of the plans the 
government has for building huge sub- 
stations in their front yards, which 
will provide assurance of an industrial 
future—and again let it be said all of 
this at a time of a regional power 
shortage. 

Under the guise of decentralization 
of its power operations, the Federa. 
government is now building up strong- 
holds of personnel in key cities in Ore- 
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gon and Washington. It is surmised 
that the real intent of this move is to 
make Federal control more binding at 
the local level. With regard to its elec- 
tric power objectives, the Federal gov- 
ernment has a large and effective 
propaganda machine, and is a master 
of the infiltration techniques essential 
to achieve its ends. At present, some 
of the officials of local public power 
agencies are unwittingly, or otherwise, 
mere puppets of the Federal autocracy. 

If the Federal government’s policy 
persists, it could eventually mean that 
local public and private utilities would 
be autonomous in name only and a 
Federal “octopus” would be running 
the whole show—calling all the shots. 
Power-wise and otherwise, the people 
and the economy of the region would 
be regimented. Under such circum- 
stances a valley authority would exist 
in practical effect—if not in name. As 
things are trending, the line of de- 
marcation is growing awfully thin— 
the Federal government’s transmis- 
sion lines presently constitute a pro- 
spective “gallows” for all local electric 
utilities. 


Arter weighing the plusses and 


minuses, and realistically ap- 
praising the consequences of the Fed- 
eral government’s activities in the 
power field in the Pacific Northwest, 
the following observations are deemed 
to be in the public interest : 


e 


First of all, electric power should be 
developed by the Federal government 
only as an integral part of economical- 
ly sound and feasible multipurpose 
projects. Power so produced should be 
sold at the bus bar—not used to create 
huge far-flung Federal monopoly, nor 
as an ideological weapon. 

Second, in order to bring low-cost 
power to the ultimate consumer, it is 
not necessary for the Federal govern- 
ment to build a vast transmission net- 
work, as has been done in the Pacific 
Northwest. All transmission and dis- 
tribution of power should be at the 
local level, with each state concerned 
taking such steps as are necessary to 
assure that the power produced from 
Federal projects is made available to 
the people at fair rates, through means 
of private or public agencies, as the 
people themselves may determine. 


HIRD, if the Federal government 

builds transmission lines from 
multipurpose projects, it just gets to be 
all powerful, economically, politically, 
and socially—it is in a position to ex- 
ercise too much direct control and to 
exert too much pressure over the lives 
of the people and the economy of the 
region. 

Such an iron-handed dictatorship 
is not compatible with our demo- 
cratic processes and violates the funda- 
mental concept of American freedom 
as regards local self-government. It 


only dominates the power supply of a region, but also has 


q “Ir is desired to emphasize that when ‘Big’ government not 


its transmission lines seemingly everywhere, it is in a post- 
tion sooner or later to exercise a strangle hold over every- 
body and everything. Federal control and regimentation 


are inseparable.” 
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can be suicidal to have the economic 


The Mount Vernon Argus on Decem- 


well-being and the fate of a region in ber 6, 1951, is deemed pertinent : 


the hands of a central government. 


| pomp it is not in the best inter- 
ests of the people and the economy 
of a region to have a virtual Federal 
monopoly in the power field. In the 
first place, it does not make good sense 
that a vital local economic tool, such 
as electric power, should be a football 
for bureaucrats and politicians in 
Washington, D. C., whose main con- 
cern is “frying other fish.” The Fed- 
eral government has no clear-cut pow- 
er policy. It is not set up to operate a 
gigantic power business. Judging 
from the experience of the Pacific 
Northwest, which is afflicted by a 
chronic power shortage, there is no 
way for the Federal government to as- 
sure the people of a region of ade- 
quacy and continuity of power supply 
—even a valley authority would not 
do so. 

However, as a study of the picture 
here in the Pacific Northwest reveals, 
the greatest menace of Federal domi- 
nation in the power field is found in 
the hold that “Big” government ex- 
ercises over the region and in the loss 
of home rule. Local autonomy suc- 
cumbs to Federal monopoly. The peo- 
ple most affected have little say as to 
how their basic resource is to be de- 
veloped and utilized. This region is 
no longer master of its own destiny— 
it is currently pretty much of a tail to 
the government’s kite. The Federal 
“octopus” is using its control of kilo- 
watts to shape the regional economy 
to fit its pattern. In this connection, 
the following quotation from a 
thought-compelling editorial — “Be- 
ware of Bonneville” — published in 
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It seems to us that the public and 
the newspapers of northwest Wash- 
ington have been slow to awaken to 
the maneuverings now going on to 
gain control of the electric power sys- 
tem which Puget Sound Power & 
Light company is being forced to sell 
to public agencies. 

We do not refer to the move of 
seven county public utility districts to 
acquire the power system, but rather 
to the semi-behind-the-scenes moves 
being made by the Bonneville Power 
Administration through its chief, Dr. 
Paul Raver. Commissioners of these 
seven PUD’s were scheduled to sit 
yesterday in reluctant, or premature, 
conference with Dr. Raver regarding 
the distribution of Federal power when 
and as the PUD’s take over Puget. 

As the Puget purchase plan has been 
taking shape, its promulgators have 
planned on the principle that any need- 
ed Federal power would be bought for 
the seven counties on a pool basis un- 
der a single simple contract, and dis- 
tributed among the local PUD’s ac- 
cording to the needs of the system as 
a whole, as Puget has been doing. But, 
with the deal as yet unmade and no 
power properties to operate, the PUD 
commissioners are suddenly called 
upon by Dr. Raver to meet with him 
and work out separate contracts with 
each county. 

This would be a sweet deal for of- 
ficials of a mind to promote Federal 
(Washington, D. C.) control as op- 
posed to local decision, sf not to use 
their powers to grant or withhold elec- 
tric contracts for political purposes. If 
they were of such a mind, they could 
play one county off against another, 
grant favors in the form of scarce elec- 
tricity to the county's commissioners 
who played ball, on issues such as the 
CVA, for example, and rate struc- 
tures, for another. The reader may 
take st from there. This indeed $s On 
economic power to contend with, for 
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the Puget pool as a whole, let alone 

on @ county to county basis. (Italics 

supplied. ) 

It is desired to emphasize that when 
“Big” government not only dominates 
the power supply of a region, but also 
has its transmission lines seemingly 
everywhere, it is in a position sooner 
or later to exercise a strangle hold 
over everybody and everything. Fed- 
eral control and regimentation are in- 
separable. “Big” government can 
move with the crushing force of a 
glacier maybe slowly but anyhow in- 
exorably—to destroy whatever lies in 
its path. 

Fifth, and finally, with its outlook 
precarious and uncertain the Pacific 
Northwest must re-examine the whole 
power picture and seek ways and 
means by which it can recapture some 
measure of control over its basic re- 
source—hydroelectric power. So do- 
ing is akin to unscrambling an egg, 
but, nevertheless, prompt and resolute 
action is imperative to the end that this 
region obtain the greatest possible 
benefits from its hydroelectric power 
potential, with a maximum of home 
rule and a minimum of Federal domi- 
nation. 


T= Spokane Spokesman-Review 
calls for action along this line ina 
timely editorial on April 1, 1952, as 
follows : 


The industrial future of the Pacific 
Northwest depends to a great degree 
upon the availability and use of hydro- 
electric power. ... 

In the light of the recent congres- 
sional decisions to curtail the dam con- 
struction programs of the Army Corps 
of Engineers and the Bureau of Recla- 


mation, it is time for industrial lead- 
ers and civic organizations to survey 
all the angles of this problem. 

There are many complex economic 
and political aspects involved in this 
situation. But it certainly is time for 
commercial interests and for the agen- 
cies of the state government to show 
some leadership in the promotion of 
the industrial future of the Northwest. 

We have become so accustomed to 
running to Congress each year for ap- 
propriations for each dam that it is go- 
ing to be difficult to reconcile ourselves 
to finding new methods and new ma- 
chinery for increasing our power sup- 
plies, for enhancing our growth, and 
for recapturing a greater degree of 
local control over our own economy. 

But the day is soon coming when 
new ideas must be probed and new de- 
vices found for insuring full and 
speedy development of our untapped 
power resources. 


Wi. generally speaking, the pic- 
ture has been one of the people 
being promised, day in and day out— 
year after year—a Utopia, with Fed- 
eral electric power as a cure-all, things 
have not worked out that way. The 
claims of abundance are now cries of 
scarcity—what was advertised to be a 
feast has turned into a famine. Fed- 
eral domination of the region’s hydro 
power resources has not brought an 
adequate power supply, but it has 
placed the well-being of the people and 
the economy of the region largely at 
the mercy of “Big” government. In- 
stead of getting a free ride on the 
Washington, D. C., merry-go-round, 
the citizens of the Pacific Northwest 
are faced with having to pay a high 
price for something they seem to have 
lost — control of their own resources 
and destiny. 
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An Analyst ‘Takes a Critical 
Look at Utility Equities 


Here is a message from the viewpoint of the investor to regulatory com- 

missioners, legislators, and utility managers. Since the utility industry 

contemplates an expansion over the next few years substantially greater 

than that witnessed in any comparable period in its history, vast amounts 

of equity capital will be required. Hence the problem: What do utilities 

need in the way of earnings to enjoy investor appeal in a highly com- 
petitive equity market? 


By FRANK D. CHUTTER* 


HILE considering the practical 
\ problem of financing future 
utility industry expansion, one 
cardinal fact should be remembered. 
Investors obviously have complete 
freedom of choice as to whether to 
invest their savings in industrials or 
in utilities or some other media. Thus 
the utility companies must compete 
with all other business enterprises for 
the savings of the thrifty and convince 
investors that utility equities have defi- 
nite long-term attraction compared 
with other common stocks. The ques- 
tion naturally arises, is the record es- 
tablished by the utilities in the past 
decade sufficiently good to attract the 
savings of investors? 
One test is relative market per- 
formance. Table I shows the relative 


*Utility specialist for Massachusetts In- 
vestors Trust. See, also, personal note in 
“Pages with the Editors.” 


market position on January 2, 1952, 
of 41 common stock group indexes as 
compiled by Standard & Poor’s, re- 
stated with the average for January, 
1940, equal to 100. 

This table reveals that utility hold- 
ing company equities ranked twelfth 
and stood at 235.4 on January 2, 1952, 
compared with the median perform- 
ance of 176.9. It should be realized 
that holding company equities were 
not popular in January, 1940, because 
of the fears concerning the impact of 
the Public Utility Holding Company 
Act of 1935. 

Of far greater significance is the 
fact that utility operating equities 
ranked thirty-fourth in the list of 41 
indexes, while the telephone and tele- 
graph equities ranked thirty-eighth. 
Since January, 1940, the former had 
shown appreciation of about 12 per 
cent while the latter had depreciated 
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more than 8 per cent. Performance of 
the median or twenty-first group was 
appreciation of about 77 per cent. The 
Bureau of Labor Statistics index of 
consumers prices for moderate income 
families in large cities suggests that 
living costs had increased about 87 
per cent during these intervening 
years. 


oo to the dividend record of 
utility operating companies, a 
similar disappointing picture is found. 
Table II (page 678) shows an index of 
the dividend record of 24 utility com- 
panies, with 1940 equal to 100, com- 
pared with a similar index for a group 
of 125 industrial stocks. Both indexes 
were based on data compiled by 
Moody’s. 

These data show that, on the aver- 
age, utility dividends were reduced in 
1941 and 1942 when the maximum 
cut was more than 18 per cent. Sub- 
sequently there was a gradual in- 


crease over the following nine years, 
but even in 1951 this index exceeded 
the 1940 level only by about 22 per 
cent. It was not until 1947 that utility 
dividends exceeded the 1940 level. In 
contrast to this drab showing, the in- 
dex of dividends of a diverse group 
of 125 industrials increased to 266 in 
1951. Moreover, dividends dipped be- 
low the 1940 level in only two years 
and the aggregate of these negative 
deviations was only 9 per cent or an 
average of 4.5 per cent for the two 
years. Certainly such a sad relative 
showing of the utility operating com- 
panies in respect to dividend disburse- 
ments is a poor attraction for in- 
vestors. 


Protecting Utility Equities from 
Inflation 
HIs, of course, is now history and 
is of interest to investors only 
in so far as it aids in appraising the 
risks of the future. Had the purchas- 


TABLE I 


INDEX OF RELATIVE MARKET PERFORMANCE—STANDARD & POOR’S 
INDEXES—JANUARY, 1940=100 


Fertilizers 
Paper 


Radio Broadcasting 
Textiles & Apparel 
Theaters 

Office & Business Equipment 
Shipping 

Printing & Publishing 

Air Transport 

Utility Holding Companies 
Agricultural Machinery 
Leather 

Building Materials 


Retail Trade 

Automobiles 

Machinery 

Metal Fabricating (Median) 


Shipbuilding 

Auto Parts & Accessories 

Soaps 

Mining & Smelting Misc. ......... 
Electrical Equipment 

Lead & Zinc 


Finance Companies 
Cesare —S GENES one cccccccveces 


Railroad Equipment 

Utility Operating Companies 
le err 
Confectionery 

Containers—Metal 

Telephone & Telegraph 

Gold Mining—Canada 

Tobacco 

Gold Mining—U.S.A, ............. 
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ing power ef the dollar remained con- 
stant in the past decade and had the 
tax laws been equitable, the picture 
would have been materially better. 
There still remains the risk of further 
substantial inflation. With an $85.4 
billion Federal budget under consid- 
eration and its concomitant $14.4 bil- 
lion deficit, with another round of 
sharply higher wage rates apparently 
in the offing, and with the ever-present 
risk of another world conflagration, 
the probability of inflation over the 
longer term is a major risk factor for 
prospective purchasers of utility equi- 
ties. As long as the risk of inflation 
is material, just so long will utility 
equities remain unattractive, in view 


of the record of the past decade, un- 


less (1) the excess profits tax is elimi- 
nated in respect to utilities and (2) 
regulatory commissions grant a larger 
rate of return. 

The argument is advanced that the 
market values of utility equities are 
less vulnerable than those of industrial 
equities. In the first place, utility 





1 This figure probably is high due to over- 
estimating expenditures and underestimating 


income. 
=e 


TABLE II 


Moopy’s AVERAGE Divipenp RATES 
INDEXES WITH 1940 = 100 


24 Utility 125 Industrial 

Common Common 

Stocks Stocks 
ae 100.0 100.0 
1941 .... 93.5 108.0 
1942 .... 81.8 98.0 
83.1 93.0 
1944 . 85.6 100.0 
1945 . 84.4 105.0 
1946 . 92.8 111.0 
1947 . 101.3 140.0 
1948 . 103.9 166.0 
1949 . 107.8 191.0 
1950 . 114.3 226.0 
1951 122.1 266.0 


equities, like the industrials, are selling 
at their highs for about twenty years. 
In the second place, the spread be- 
tween the yields on utility common 
stocks and preferred stocks is now 
about 1.1 per cent. To measure the 
significance of this statement, it may 
be said that a narrower spread has 
been witnessed in only fifteen months 
in the last fourteen years. The spread 
may be increased by a reduction in the 
yield on preferred stocks, but any ma- 
terial move in this direction would 
seem to depend on a change in policy 
in respect to interest rates on govern- 
ment bonds. The market prices on 
quite a number of utility common 
stocks have already discounted modest 
increases in dividends. Unless divi- 
dend increases are much more wide- 
spread than now seems likely, then it 
is fair to say that utility equities are by 
no means free from risk of declining 
market valuations. A substantial in- 
fluence on the recent markets for util- 
ity equities has been the demand by 
defensive-minded investors. Such de- 
mand can prove to be quite transient. 


HUS, there is a basis for believing 
that, some time in the future, the 
markets for both industrial and utility 
equities may become vulnerable to a 
less satisfactory outlook for general 
business conditions. In this event it 
may be that utility equities will per- 
form relatively better, both market- 
wise and dividendwise, than many 
groups of industrial stocks. This is 
the viewpoint expressed by some reg- 
ulatory authorities who then conclude 
that utility equities are attractive with- 
out an increase in over-all return. 
The investor’s rebuttal to this posi- 
tion may be summarized as follows: 
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(1) In the event of a market shake- 
out, cash is materially superior to 
either public utility or industrial equi- 
ties, assuming, of course, that income 
return is of nominal consideration and 
the two critical turning points can be 
gauged with reasonable accuracy. 

(2) This reasoning does not even 
attempt to refute the argument that 
utility equities, under present regula- 
tory and tax concepts, lack protection 
from the confiscatory effect of infla- 
tion. 

(3) It is extremely difficult to vis- 
ualize conditions arising which would 
force a reduction in the industrial 
dividends by an average of 25 per cent 
for more than a nominal period. On 
this extreme basis the index for indus- 
trial common stock dividends would 
be reduced from 266 to about 200 and 
the latter figure would compare with 
an index of 122 for public utility divi- 
dends. Even on this assumption, the 
investor would have been far better 
off in industrial equities than in utility 
equities, taking the period since 1940 
as a whole. 

(4) The relative merits of indus- 
trial and utility equities should be 
judged on the basis of an entire busi- 
ness cycle and not on a minor portion 
of such a cycle. 

Intelligent equity investors are not 
unwilling to assume risks provided 
the income return includes an ade- 
quate premium at least commensurate 
with the risks involved. One of the 
major groups of risks arise from 
regulation. 


Regulation Is a Major Risk 


HAT are some of the factors in 
which an investor is interested 
when appraising the regulatory situa- 
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tion and determining the amount of 
the premium he should charge for as- 
suming the risk of an unfair deal from 
the regulatory commission? Why 
does an analyst prefer to invest funds 
in one jurisdiction rather than an- 
other? Generally speaking, the con- 
clusion is reached from adding up 
numerous plus and minus factors and 
evidence arising over a period of 
years. Seldom is it possible to reach 
a conclusion based on a single case. 
To illustrate an instance in the lat- 
ter category, one needs only to cite the 
case of Public Service Company of 
New Hampshire, D-R2989, dated 
July 6, 1951, in which the commission 
concluded at page 55 “we find a 5.2 
per cent rate of return fair and rea- 
sonable” and granted a $600,000 in- 
crease in rates sufficient to produce an 
estimated 5.41 per cent return. The 
relief granted proved inadequate and 
insufficient to provide the 5.41 per cent 
expected return, with the result that 
the company had to file a petition for 
emergency rate relief on October 9, 
1951 (subsequent amendment made it 
a petition for temporary rate relief), 
as a prerequisite to equity financing. 
Still adhering to a 5.41 per cent re- 
turn, the commission granted a tem- 
porary increase of $673,000 in rev- 
enues by a 2-to-1 decision on Novem- 
ber 29, 1951. The proceedings leading 
to permanent rates are still pending. 
It is not hard to imagine how many 
stockholders of Public Service of New 
Hampshire must feel when it is real- 
ized that the stock was sold first to the 
public in 1946 at a price of 39 and has 
since sold as low as 21. The inter- 
mediate high has been about 29 com- 
pared with the current quotation of 25 
bid, 264 asked. 
MAY 22, 1952 
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The Unregulated Investor’s Choice 


cé wo considering the practical problem of financing future util- 

ity industry expansion, one cardinal fact should be remem- 
bered. Investors obviously have complete freedom of choice as to 
whether to invest their savings in industrials or in utilities or some other 
media. Thus the utility companies must compete with all other busi- 
ness enterprises for the savings of the thrifty and convince investors that 
utility equities have definite long-term attraction compared with other 

common stocks.” 





I contrast to this dismal picture, one 
can turn to the experience of 
Kansas Power & Light Company 
when it requested on January 28, 
1949, the right to impose a 10 per cent 
surcharge on virtually all electric 
rates. A hearing was held on March 
4, 1949, and representatives from only 
two of some 200 communities were 
present. The story goes that when a 
misunderstanding was cleared up, 
these two departed. On March 16, 
1949, an order (Docket No. 37,423- 
U) was issued permitting the 10 per 
cent surcharge to become effective 
from April 1, 1949, to December 31, 
1951. The order included the follow- 
ing statement : “To assure applicant a 
favorable market for its securities it 
is necessary to permit applicant .. . 
(a) net return on its investment suffi- 
cient to attract investment capital.” 
Again on the company’s application, a 
hearing was held on October 1, 1951, 


at which only three communities in- 
tervened and on October 10, 1951, an 
order (Docket No. 42,478-U) was is- 
sued which was entirely satisfactory 
from the point of view of the com- 
pany and its stockholders. 


The Opportunity of the Regulatory 
Commissions 


is not the purpose of this paper to 
attempt to analyze the reasons 
which have caused these very di- 
vergent regulatory atmospheres. The 
practical effect is that, so long as these 
situations continue on their respective 
planes, intelligent investors will be 
willing to provide all the equity capital 
that Kansas Power & Light may re- 
quire and will shun all New Hamp- 
shire utility equities. Unless there is 
a radical change in New Hampshire 
regulation, it is entirely possible that 
equity capital may become so scarce 
that capital structures will deteriorate, 
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plant expansion will be curtailed, and 
power shortages may develop. The 
final result would probably be a move- 
ment for the state to take over the 
utilities, and another step towards So- 
cialism, the twin sister of Com- 
munism, then would have taken place. 
Thus it is evident that utility regula- 
tory commissions stand in a rather 
unique position. On one hand they 
have the opportunity of becoming one 
of the first bulwarks of our private 
enterprise system. On the other hand, 
they can join the movement towards 
Socialism. 

It is not hard to demonstrate that a 
punitive type of regulation can 
boomerang on the commission and the 
companies involved, so that equity 
money costs more than it otherwise 
would. 

Take, for instance, regulation in 
New York state under the Maltbie 
régime. The latter ended shortly after 
the decision of the appellate division 
of the supreme court of the state of 
New York, dated March 1, 1949, in 
the Rochester Gas & Electric Corpora- 
tion application. To quote from this 
majority decision at page 11: The 
commission has “no power . . . to re- 
fuse to grant their consent to an ap- 
proval of the issuance of any of such 
securities unless and until the peti- 
tioner (Rochester Gas & Electric) 
consents to change, modify, and 
charge off in its books of account any 
entries contained therein, or to estab- 
lish reserves or special surplus ac- 
counts or restrict surplus or future 
income. . .” 


| gps investors tend to shy 
away from a state where regu- 
latory powers have been exercised 
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along these harsh lines. Such resent- 
ment is reflected in the low market 
valuations of the utility equities di- 
rectly affected. To illustrate this 
point, it may be mentioned that New 
York State Electric & Gas common, 
the first major common equity finan- 
cial operation involving a New York 
state utility in many years, was sold 
on March 18, 1949, to yield more than 
7.75 per cent. On April 6, 1949, there 
was a public offering of Ohio Public 
Service Company common at a price 
to yield 7 per cent; notwithstanding 
the fact that it was a materially less 
desirable stock from a statistical point 
of view. The reason for the prefer- 
ence for Ohio Public Service was the 
more reasonable regulatory atmos- 
phere in Ohio. 


HREE other members of the New 

York commission followed ex- 
Chairman Maltbie into retirement so 
that the present commission in New 
York state is quite changed Since then 
there have been fairly numerous indi- 
cations that security holders may now 
expect to receive reasonable and 
equitable regulatory treatment in New 
York state. Whether there has been 
a real change in attitude may be dem- 
onstrated in the commission’s forth- 
coming order establishing permanent 
rates for Consolidated Edison of New 
York. If the present commission un- 
dertakes to correct the grossly in- 
equitable treatment previously accord- 
ed the company’s stockholders, utility 
equities of companies operating in 
New York state may well be in favor- 
able demand once again. However, 
the inordinate delay in the issuance of 
this order is causing considerable con- 
cern. The hearings regarding perma- 


MAY 22, 1952 











——a- ee 


PUBLIC UTILITIES FORTNIGHTLY 


nent rates for Consolidated Edison 
were concluded on March 27, 1950, 
and the decision has been awaited with 
increasing impatience ever since June 
1, 1940.* 


OMMISSION delays in reaching a 
decision are another source of ir- 
ritation to investors in utility equities. 
The reason seems clear enough. In 
the case of a rate increase application 
during an inflationary period, the 
stockholder can be seriously hurt be- 
fore relief is granted. Related to this 
factor of speed is one of procedure. 
Must the applicant be hurt before rate 
increases will be granted? If so, the 
informed equity investor will shun 
that jurisdiction. 

Related to the factor of delay is the 
preference for equities of companies 
serving numerous small communities 
to the exclusion of large urban areas 
such as New York city, Philadelphia, 
Chicago, and Detroit. Doubtless this 
feeling arises, to some extent, from 
the fear that a rate increase applica- 
tion by a company serving such an 
urban area may be decided on the basis 
of political expediency instead of its 
merits. In such circumstances, the 
utility equity investor quite naturally 





8 News and Views for Stockholders, June 
15, 1950, page 3, Volume 2, 


demands a materially higher income 
return. 


Disallowance of Expenses Cuts 
Investors’ Return 


HE utility equity investor resents 

any chiseling away of his claims 
on assets or on earnings. An example 
of the latter may be found in the rela- 
tively recent change by the California 
commission in determining allowable 
earnings. Formerly the allowable 
amount was 6 per cent on undepreci- 
ated plant account, less 3 per cent on 
the depreciation reserve. Now it is 6 
per cent on the net plant account. Thus 
the earnings allowed to investors are 
being cut at a time when a higher re- 
turn is actually needed. 

Donations to charitable organiza- 
tions frequently have not been allowed 
as an expense in rate-making proceed- 
ings. Do the commissions in such 
cases not realize that it is the duty of 
every public utility to be a good citizen 
in its territory? Among other things, 
this embraces adequate support of the 
local charitable undertakings such as 
the Community Fund, Red Cross, etc. 

Until rather recently, commissions 
frequently disallowed the expense of 
amortizing the past service liability 
for pensions on the theory that pres- 
ent and future customers should not 


7 


been fully aware of the customers’ point of view. The unions 


“For many years, regulatory commissions in general have 
y g y 


have seen to it that the employees have been well taken care 
of through increased wages and generous pension plans. 
The stockholder has had no one to plead his case adequately 
or too frequently such pleading has been ignored. Regu- 
latory commissions may well ponder the fact that equity 
capital is inherently timid and naturally seeks a conducive 


regulatory climate.” 
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bear the costs which should have been 
assessed against customers which used 
service in previous years. Where dis- 
allowed for rate-making purposes, all 
payments on pension plans ought to 
cease. This might well precipitate a 
strike which would amply demon- 
strate that all pension costs are a cost 
of rendering present and future serv- 
ice. Fortunately, most commissions 
are recognizing such costs due to the 
strong trend in that direction by all 
industry. 


Regulatory Continuity Desirable 


(aaree of both the commis- 
sion members and staff is a favor- 
able factor in some jurisdictions. 
Some commissions have a rapid turn- 
over in membership which means that 
there is always a question as to wheth- 
er previous policies will be continued 
or reversed. Generally speaking, how 
often do men come to a commission 
with a fully adequate background to 
perform their tasks in an informed 
way? A necessary “training period” 
always injects some doubts. As one 
surviving commissioner said follow- 
ing a shake-up, “You may not like 
some of the decisions which may come 
out of here, but we will shake down 
all right within a year.” 

One of the causes of the lack of 
continuity in some commissions may 
well be the poor compensation. The 
most recent handy source of informa- 
tion on this subject is State Commis- 
sion Jurisdiction and Regulation of 
Electric and Gas Utilities, 1948, pub- 
lished by the Federal Power Commis- 
sion. This tabulation showed that only 
four states (New York, New Jersey, 
California, and Pennsylvania) paid 
their commissioners $10,000 or more 
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per year and the maximum was $16,- 
500. The others were as follows: 
Range in 

Compensation 

$9,000 to $9,999 

8,000 to 8,999 

7,000 to 

6,000 to 6,999 

5,000 to 

4,000 to 

3,000 to 
In eleven cases, the chairman of the 
commission was paid somewhat more 
than a commissioner, the extra com- 
pensation ranging from $40 to $1,000 
per year. Two states have one-man 
commissions (one is paid $5,000 and 
the other $7,500) and seven states had 
no commission.® 

The above pay scale is patently in- 
adequate to obtain and keep a high 
type of career man. The qualities 
which are required of a good commis- 
sioner are in great demand in industry. 
The pay scale should be such that a 
great personal sacrifice should not be 
required of an individual being con- 
sidered for an opening in a commis- 
sion. With adequate pay, there is a 
better chance of developing a con- 
tinuity in the membership of commis- 
sions. Inadequate pay scales for the 
staff may cause an unhealthy turnover 
or retention of poorly qualified per- 
sonel. 


y ques all, appointments* to com- 
missions should be as far re- 
moved from politics as is humanly 
possible. Imagine how a utility in- 
vestor regards a jurisdiction when he 
has had the experience of talking with 


3 Since then, two states have set up commis- 
sions; namely, Delaware and Florida. 

4Based on 1948 information, members of 
31 commissions are appointed, 9 are elected by 
voters, and 2 are elected by assemblies. 
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Rate Increases versus Adequate Return 


4 AY over-all return of about 6% per cent would appear reasonable 

under current conditions to attract the volume of equity capital 

necessary to provide the facilities to render the type of service to which 

customers have become accustomed. Fortunately, such a return would 
require only a relatively minor increase in rates.” 





a commissioner to have him say in 
exasperation after the fifth telephone 
interruption, “The dumb bunnies! 
You would think they would know 
that that would have to be cleared with 
the National Democratic Committee.” 
Unable to answer certain policy ques- 
tions, another commissioner was called 
in. After making some statements 
about a 44 per cent return being fair, 
they suggested that on my next visit 
I should call on a member of their 
staff. 

Incidentally, all members of this 
commission have been replaced. 

In a neighboring jurisdiction, an 
hour’s conversation with three top 
staff members failed to bring out the 
basic regulatory policies of the com- 
mission. Since it was impossible to 
appraise the risk attached to an invest- 
ment in that jurisdiction, it was en- 
tirely logical for the analyst to con- 
clude that equity investments should 
not be made in that state. 


Competition between Regulatory 
Commissions 


FF many years, regulatory com- 
missions in general have been fully 
aware of the customers’ point of view. 
The unions have seen to it that the 
employees have been well taken care 
of through increased wages and gen- 
erous pension plans. The stockholder 
has had no one to plead his case ade- 
quately or too frequently such plead- 
ing has been ignored. Regulatory 
commissions may well ponder the fact 
that equity capital is inherently timid 
and naturally seeks a conducive regu- 
latory climate. There are 49 jurisdic- 
tions from which to pick and analysts 
select those jurisdictions where they 
have reason to expect that the com- 
panies will receive fair treatment! 

If commissioners only realized how 
carefully their opinions and orders 
are scrutinized in order to recognize 
desirable and undesirable attitudes. 
What are some of the things which 
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analysts look for in a decision? They 
closely examine the asset items and 
expense items which are disallowed. 
No analyst worthy of the title would 
take exception to the exclusion of any 
and all items which might properly 
be classified as plant adjustments 
(Account 107), but treatment of 
plant acquisition adjustments (Ac- 
count 100.5) and charges for the 
amortization of such account are very 
revealing. Theoretically, both might 
be disallowed, both might be allowed 
or either one or the other might be 
allowed. Unless plant acquisition ad- 
justments are allowed in the rate base 
and any amortization of such items is 
allowed as an operating expense, then 
a black mark is put against that com- 
mission. 

Property held for future use is 
one of those items that frequently 
is tossed out in a far too cavalier 
fashion. When such property is put 
to active use, the rate base value in 
some states is the original cost to the 
company. On this basis, the stock- 
holder loses both ways. Computations 
involved in the determination of 
working capital allowance frequently 
are so hypothetical that the results are 
ludicrous, except of course to the 
stockholders. Perhaps the practice 
which is most severely criticized is re- 
quiring a deduction from the rate base 
of an amount for depreciation far in 
excess of that which had been accumu- 
lated under the system of accounting 
previously required by the commis- 
sion. This is particularly obnoxious to 
the stockholders when current de- 
preciation charges are reduced be- 
cause they are considered excessive 
due to the increase in depreciation re- 
serve. 
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Management's Relations with 
Stockholders 


y , qunrccty that a commission op- 
erates under a law which has 
been interpreted by the courts as a 
fair value law and a series of decisions 
has been issued in which no weight 
has been given to values in excess of 
original cost, the responsibility for 
the stockholders not receiving the re- 
turn to which they are entitled rests 
squarely on the managements of the 
companies affected. The duty of man- 
agement, in addition to operating the 
properties with efficiency and fore- 
sight, requires the company to apply 
to the commission for adequate rates 
and, if fair rates are not granted by 
the commission, to press the matter to 
a conclusion in the courts.® It is ele- 
mentary that a commission will seldom 
grant greater relief than the company 
applies for. Neither should the amount 
of increase be left to the discretion of 
the commission. Moreover, no com- 
mission likes to grant a rate increase 
application in its entirety. To do so, 
suggests to the uninformed that the 
commission is not performing its 
function creditably. To the extent that 
a company fails to apply for rates 
which will produce the return to which 
the stockholders are entitled, the 
stockholders have suffered an irrep- 
arable loss. 

The burden, therefore, rests ini- 
tially on the management to exhaust 
all available remedies in its efforts to 
obtain a fair return for stockholders. 


5 Because of the need for speedy rate relief, 
some companies have been known to base their 
rate case on “original cost” even though the 
law provided for a “fair value” rate base. 
That is fine, provided the company imme- 
diately starts proceedings for a “fair value” 
return. 
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Should a company be frustrated in 
such efforts, then at least the stock- 
holders would be fully informed and 
could take steps to protect themselves 
by selling. By this means the markets 
for such shares would sell off, adjust- 
ing to the unfavorable regulatory 
climate. As it is now, there has been 
accumulation of certain stocks, which 
currently are earning an inadequate 
return, on the premise that the inade- 
quate return will be corrected. Neither 
the company nor the commission 
should be misled by the significance of 
many such purchases. It does not re- 
flect a feeling of contentment on the 
part of stockholders, but rather a 
recognition of an unsatisfactory situa- 
tion which should be corrected in the 
very near future. 


| goers sometimes advances 
an argument for delaying a rate 
increase application by saying that the 
present is an unfavorable time to file 
for a rate increase. Everyone will 
doubtless admit that there is no such 
thing as a “favorable time” for a rate 
increase. Certainly a rate case involves 
a tremendous amount of work and 
time to prepare adequately. Certainly 
it costs a lot of money, but in relation 
to total expense it is insignificant. 
The argument has been advanced 
that some local public power problem 
makes it inadvisable to seek higher 
rates. One answer by investors to this 


line of reasoning is that if the price 
for winning the public power question 
is a completely inadequate return over 
a period of years, then the investor 
has lost in either event and, in the 
long run, so has the customer. 

Managements would be well ad- 
vised to examine their own achieve- 
ments from a stockholder’s point of 
view and make a careful survey of 
how they rank in the opinion of the 
informed investor. Such a survey is 
particularly important for a company 
which has not been in the equity mar- 
ket for a number of years. Some lead- 
ing companies would be unpleasantly 
surprised. 

More than one company is proud 
of the stability of its stock in the mar- 
ket. The trouble is that these stocks 
have seldom commanded a price in the 
market equal to the underlying book 
value. If the stock had a consistent 
record of selling at a material pre- 
mium over the amount of the stock- 
holders’ claims, management might 
then take some credit for developing 
an incremental value in excess of the 
book value. 

Again managements of utility com- 
panies are inclined to ask analysts 
whether they prefer a stock selling at 
a discount from book value to one 
selling at a material premium. The 
answer is that the stock selling at a 
discount probably has a greater po- 
tential appreciation but may be ma- 
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laying a rate increase application by saying that the present 


q “MANAGEMENT sometimes advances an argument for de- 


is an unfavorable time to file for a rate increase. Everyone 
will doubtless admit that there is no such thing as a ‘favor- 
able time’ for a rate increase.” 
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terially less attractive unless manage- 
ment shortly will take the necessary 
steps to realize on the inherent po- 
tentialhities; 1.£., obtain a rate increase. 

Some companies state that their 
policy is to obtain an adequate return 
through operating economies rather 
than through rate increases. This, of 
course, is an admirable objective but, 
unfortunately for the stockholder, the 
time schedule for reaching the goal 
seems to be pushed constantly into the 
distance like a mirage. 


Utility Investors Need a 
Cost-of-living Wage Increase 
HAT is it that the investor in 
utility equities wants? Stated 
simply, he wants a fair break—a rea- 
sonable cash return on his investment 
and sufficient amount of retained 
earnings to provide reasonable pro- 
tection for the dividend, a margin to 
offset the dilution from issuance of 
additional stock, and a basis for ex- 
pecting an increased dividend over a 
period of three years or so. In short, 
the owners of utility equities want and 
need a cost-of-living wage increase. 
The equity holder has placed in the 
hands of management and subject to 
the regulatory powers of one or more 
commissions an amount equal to the 
book value of the stock and expects a 
fair cash dividend on this amount. 
Taking a list of 29 utility equities, the 
median relationship between dividend 
rate and book value was 7.4 per cent 
and the range was from 4.1 per cent 
to 11.9 per cent. In considering these 
figures it should be realized that (1) 
the take-home pay from such divi- 
dends (the argument which labor 
unions have used so effectively) is far 
smaller now than years ago due to the 


sharply higher Federal and state in- 
come taxes and (2) the purchasing 
power of such dividends has been ap- 
proximately halved in the past decade. 
On the basis of a 25 per cent income 
tax, a 7.4 per cent gross return is 
equal to 5.55 per cent after taxes. Cer- 
tainly such a wage for investors must 
be considered as minimum in view of 
the risks involved.* The companies on 
the list which fail by one-half per cent 
or more to pass this test are as fol- 
lows : 

Consolidated Natural Gas 

United Gas Improvement 

Consolidated Edison 

Brooklyn Union Gas 

Detroit Edison 

Commonwealth Edison 

Middle South Utilities 

American Natural Gas 

Southern California Edison 

Pacific Gas & Electric 

American Telephone & Telegraph .. 


Florida Power & Light 
Rochester Gas & Electric 


It is interesting to note that the 
worst offenders by this test include 
the large urban utilities and those 


6To quote from the 1946 “Report of the 
Committee on Valuation” by the National 
Association of Railroad and Utilities Commis- 
sioners at page 16: 


... An element of risk remains in a utility 
business even if the utility’s capital invest- 
ment is surrounded with safeguards and 
guaranties, as indicated above; even if o 
erating expenses are fully allowed in the 
rates and made a first charge against gross 
revenues, and risk remains notwithstanding 
the fact that a utility operates either as a 
partial or complete monopoly. 


Farther on it states: 


... The regulating commission is and should 
be prepared to recognize that element (risk) 
and make allowance for it in utility rates. 
Such allowance is made, of course, by the 
margin of the rate of return above the cost 
of money in the money market at the time 
of the rate inquiry or, expressed in legal 
language, the fair rate of return above the 
point of legal confiscation. We think that 
commissions should not be niggardly in al- 
lowing for this differential. 
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companies which have been closely 
regulated. 


N addition to better “take-home 

pay,” the investor should also have 
a sufficient return to afford the possi- 
bility of increased dividends over a 
period of three years or so. Take for 
instance a hypothetical company with 
a book value per share of $18.70. A 
7.5 per cent dividend on this basis 
would be $1.40. Earnings of $2.30 
per share, or 12.3 per cent on the com- 
mon equity, would permit the rein- 
vestment of 90 cents per share. In 
three years’ time, the book value 
would be $21.40 and a 7.5 per cent 
dividend on this base would be $1.60 
per share. The over-all return on the 
common on this basis would be about 
12.3 per cent. Assuming a capital 
structure of 50 per cent debt, 15 per 
cent preferred, and 35 per cent com- 
mon, the over-all rate of return would 
be about 6% per cent, computed as 
follows : 





% of 
Capitali- 
zation Rate Return 
eee 50% 3.3% 1.65 % 
Preferred .. 15 4.5 0.675 
Common ... 35 12.3 431 
6.635% 


An over-all return of about 6% per 
cent would appear reasonable under 


current conditions to attract the vol- 
ume of equity capital necessary to pro- 
vide the facilities to render the type 
of service to which customers have 
become accustomed. 


The Industry Needs an Average 
Increase of 10 Per Cent 


| nate enti such a return would 
require only a relatively minor in- 
crease in rates. Based on 1950 data, 
class A and B utilities earned about 
5.86 per cent on their capitalization 
and surplus. Estimated data for 1951 
suggest a decline in the return to about 
5.55 per cent, reflecting an increase in 
capitalization and surplus of about 
$1.4 billion compared with an increase 
of about $21,000,000 in gross income. 
It is of prime importance to point out 
that the incremental income repre- 
sented a return of about 1.5 per cent 
on the incremental investment. As- 
suming 52 per cent taxes, it would 
take an increase of less than 10 per 
cent in electric rates to produce an 
over-all return of 6% per cent. A some- 
what larger rate increase would be re- 
quired by those companies which cur- 
rently are earning below average 
returns. Such a rate increase is an ex- 
ceedingly small price for the customer 
to pay for the best utility service in 
the world and the continuation of our 
private enterprise system. 





Unfinished Business 


¢ i & means for a cut in nondefense Federal expenditures 

is readily available. About 60 per cent of the Hoover 
report remains unimplemented. The Post Office remains in the 
red, there is still waste in administering veterans’ insurance, a 
united medical and hospital service is still just a dream, and the 
Army Engineers and Interior Department are still fed expen- 


sively from the pork barrel.” 


—EpDITORIAL STATEMENT, 
Chicago Journal of Commerce. 
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The Utility Magazine Is 
Growing Up! 


No longer is the utility employees’ magazine a simple 
round-robin paper containing birthdays, wedding 
announcements, and bowling scores. There is an im- 


portant function for the magazine to perform in 
present-day operations. 


By JOHN E. BOULET* 


WENTY-FIVE-year men will re- 
‘| ate well their company 

magazines of “the old days”: 
they seemed to be designed for the 
entertainment of their readers. It 
wasn’t unusual to see 20 of its 24 
pages crammed with personal chitchat 
about employees and their families— 
off the job. But just as the 2 per cent 


income tax and the $500 Ford have ° 


faded into the past, that type of utility 
magazine is today becoming mere 
memory. 

With each passing month, more 
and more space is being devoted to 
telling the company’s story—its prob- 
lems and policies, its relationship to 
the industry as a whole, and how these 
subjects affect employees. The reasons 
for the “new” company magazine are 
several. 


*For personal note, see “Pages with the 
Editors.” 
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First, employee relations people are 
asking the logical and legitimate ques- 
tion, “If the magazine’s purpose is to 
show the employee that the company 
is interested in him, doesn’t it make 
sense to point out the common inter- 
ests of employee and the company, 
rather than to pretend an interest in 
what the employee is doing in off-the- 
job hours?” And added to that ques- 
tion is the fact that as electric com- 
panies have expanded and grown in 
the number of employees, the personal 
type of news is of interest to propor- 
tionately fewer and fewer people. 
Meanwhile, the cost of handling it has 
at least tripled. 


Ga as the investment in the 
magazine has grown, management 
has reasoned, again very logically, 
that as long as the stockholders foot 
the bills, there is ample justification 
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for the magazine speaking in their 
interests. One of these interests is 
efficiency—high productivity—and it 
is a proven fact that the understand- 
ing employee is the co-operative one. 
He is the one who maintains a higher 
level of productivity than the em- 
ployee who lacks understanding and 
interest in his job. And information 
breeds understanding. 

Finally, and perhaps most impor- 
tant of all, the urgent need for utili- 
ties, perhaps more than any other 
industry, to tell their story has been 
recognized. In this age of propaganda 
it has become necessary to support the 
capitalistic system against its attack- 
ers, so that neither the utility nor the 
system will founder on the rocks of 
misinformation, half-truths, or com- 
plete lack of information. 


HESE reasons, then, have helped to 

resolve the question of whether or 
not the utility should present more in- 
formation, of both noneconomic and 
economic nature, to its employees. The 
question no longer seems to be as 
much “Should we present it?” as 
“How can we best present it?” Im- 
plied in that question is one more, 
“Will our employees accept the in- 
formation, or will it be labeled ‘propa- 
ganda’ ?”’ 

A Wisconsin utility man recently 
gave his answer to that question be- 
fore a group of personnel people at a 
meeting in Dallas, Texas. He said 
that if management has shown that it 
is making a sincere effort to treat em- 
ployees decently—through a program 
of honest and fair dealing, through 
the development of policies which 
guarantee each employee or group of 
employees equitable treatment com- 


pared with others, through the han- 
dling of grievances in a spirit of fair- 
ness, through the insistence that every 
supervisor carry out the program as 
conceived by top management — if 
management has done these things, 
then the chances are that employees 
will have developed a confidence in the 
integrity and honesty of management. 
As a result, they will be willing to 
listen to and accept management's 
viewpoint. 


A on employee magazines 

by the Metropolitan Life Insur- 
ance Company, furthermore, states 
that economic information may be 
presented most successfully when it is 
closely related to the company’s busi- 
ness. If this is true, and the experi- 
ence of many companies indicates that 
it is, then there can be little basis for a 
“propaganda” charge. For there is no 
business in America where the knot of 
business problems is tied more tightly 
with the basic economic system than 
in the utility field. Nowhere is the 
presentation of economic information 
more natural. In this field, the threat 
of government encroachment, of So- 
cialism, of an end to free enterprise, 
is not mere idle talk. It is an ogre, 
without a doubt, but it does not live in 
fairy tales. It threatens the industry, 
every day of the year. 

This is not to say that expression 
of public relations problems as related 
to government encroachment does not 
bear a “fragile—handle with care” 
label. The approach to be used by 
every individual utility will be decided 
on the merits of its own peculiar prob- 
lems, whether they involve water pow- 
er, hydroelectric dams, irrigation and 
natural resources, rural electrification, 
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New Uses for the Utility Magazine 
74 HE utility magazine is growing up. It is handling broader prob- 
lems than ever before, and its success means more than ever 
before. In itself it cannot do the complete job of communication which 
utility management wants. But with its receptive audience and the ac- 
tive interest of management, it is a blue-chip investment. By doing its 
job well it can make an important contribution to the well-being of the 
employee, the company, and the industry.” 





or capacity for new industries. The 
problem is difficult, but the tie-in is 
there. It is a problem that can be 
solved, and is being solved, by utilities 
in every area. 

Finally, the question of presenting 
information about the company, the 
industry, and their mutual problems 
to receptive minds is answered in the 
known attitudes of utility employees. 
A composite study of these attitudes 
shows that while employee tastes and 
desires may vary from area to area 
and of course from company to com- 
pany, they generally want more in- 
formation about their companies and 
their industry. They not only want it, 
but given the opportunity will ask 
for it. 


HE study was based on the opin- 
ions of 10,000 utility employees, 
and actually represents 34,000 because 
some of the surveys, made for indi- 
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vidual companies in every section of 
the country, were scientific cross 
sections. 

They were asked, “Does the com- 
pany magazine say too much, not 
enough, or about the right amount 
about these things?’ Nine subjects 
were listed. In every case except per- 
sonals at least a third of the employees 
said, “The magazine does not say 
enough.” At the head of the list was 
the subject, “How company is meet- 
ing the threat of government owner- 
ship”: three of every five employees 
said “Not enough.” And over half felt 
that the magazine did not say enough 
about relations with REA co-ops, em- 
ployee benefit plans ; the threat of gov- 
ernment ownership; and how income 
is divided among employees, stock- 
holders, and government. 

A further check on their desires for 
information was made by asking them 
the broad question, “Are you given 
MAY 22, 1952 
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enough information about these sub- 
jects?” and providing a check list of 
twenty-three subjects. The list in- 
cluded ten subjects about employee re- 
lations and thirteen about public rela- 
tions. Employees were asked to check 
either “Have enough” or “Want 
more.” 

Half or more of the employees 
named nine subjects about which 
they want more information. The 
employee-relations information they 
asked for most concerned pay raise 
policy ; promotions ; transfers to other 
jobs in the company; and handling 
employee complaints. The public rela- 
tions subjects they most wanted to 
know more about were the efforts of 
their companies to attract new indus- 
tries to the area; the relations of their 
companies with REA co-ops; plans 
to increase operating facilities; com- 
munity activities participated in by 
their companies; and relations with 
government agencies. 


iy would be amazing if employees 
were not strongly interested in the 
subjects that concern them personally. 
Indeed, it would indicate a serious 
weakness in our fundamental eco- 
nomic system if they did not show a 
selfish interest in what concerns them 
as individuals. What ts startling to 
realize is that they are interested to 
practically the same degree in the 
problems of their company and the 
utility industry. 

Thus, a situation may exist where 
management possesses information 
which it feels its employees need, and 
which the employees say they want. 
And here is the employee magazine. 
It can be a fifth wheel, an extra tail 
on the cat. Or it can be one of the best 


investments and valuable tools that 
the company has. 

The magazine alone will not solve 
communications problems, but it can 
make other media more effective. And 
it can do a job even by itself. For sur- 
veys show that about 80 per cent of 
employees generally read all or most 
of the magazine. They show that as 
many as four of five families also read 
it when it is sent to the home. And 
they show that seven of eight utility 
employees, in the study already men- 
tioned, talk to people other than their 
families or fellow employees about the 
company. 

The magazine is the employee’s 
link with the top, in a day when per- 
sonal relationships too seldom go 
higher than his first-line supervisor. 
It is official; it talks for the company. 
Furthermore, it is “keepable”: it can 
be referred to at his leisure—and ab- 
sorbed by his family when he is fin- 
ished with it. 

Is it any wonder that so many com- 
panies are looking at it in a new light? 


Ww the company magazine fit- 
ting into this concept of giving 
the employee more information about 
his company, it may be of value to 
examine the focal point of the maga- 
zine—the editor. 

Management, as well as reader in- 
terest, may profit considerably by 
putting policies which concern the 
editor under a close examination. 

In all likelihood the examination 
will show a craftsman who possesses 
a depth of practical and theoretical 
knowledge of the graphic arts. He 
knows layout and type faces, photog- 
raphy and engravings. He writes 
bright headlines and imaginative edi- 
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THE UTILITY MAGAZINE IS GROWING UP! 


torials, culls exceptional material from 
other publications, and with the help 
of Rudolph Flesch and other special- 
ists he writes clearly and succinctly— 
no simple feat. 

But while the editor may be a pro- 
ficient technical journalist, the new 
problems and new material to be 
handled in the magazine will present 
a real challenge to his intellect and his 
ingenuity. How well he is able to meet 
this challenge may depend to a great 
degree on management’s understand- 
ing of his job and its willingness to 
give him the tools he needs. 

His needs may revolve around three 
problems. The first is to understand 
the working parts of the whole: the 
practical functions of the departments 
and jobs within departments. The sec- 
ond is to understand top level policies 
with the reasons and philosophy be- 
hind them. The third is to understand 
the problems of the industry. 

Seed cannot grow on bare rock, and 
if the editor is to tell the utility em- 
ployee about the company, he needs to 
understand utility organization. While 
he cannot be expected to give an off- 
hand technical explanation of why 
steam is condensed, he will find im- 
measurable value in knowing the coal 
to kilowatts cycle or the meaning of a 
tailboard conference. The magazine 
will reflect such honest familiarity in 
added flavor, new ideas, and stories 
from workers who ordinarily would 
not bother to put their stories into 
words. 


T° achieve more than a veneer of 

familiarity with what makes jobs 
tick takes time. Orientation courses 
are helpful to every employee, but per- 
haps most of all to those whose work 


693 


will involve explaining the company 
and its problems to others. Special 
courses built on the basis of “one day 
in ten at operating levels,” for a period 
of twelve to eighteen months can be 
practicable; and the results certainly 
will be worth while to both editor and 
management. 

Secondly, management might con- 
sider the problem of keeping the edi- 
tor himself posted on top level policies 
and programs. A specific time and 
place for liaison with particularly the 
employee relations and public relations 
departments, will help the editor to 
understand the relationship of the 
magazine to the entire communica- 
tions program, and it will help man- 
agement to get the full effect of its in- 
formational efforts. Many companies 
have found it valuable to establish an 
advisory board to the magazine which 
includes at least the directors of em- 
ployee relations, public relations, and 
advertising. With such assists, the 
editor is kept informed of top man- 
agement activities. When policy re- 
garding a guaranteed annual wage is 
announced, for example, he will have 
a sound, usable background of in- 
formation which will help him to 
carry management’s story to its work- 
ers. 


LOSE contact is valuable, further, 
because it makes long-range plan- 
ning possible ; the magazinecan become 
a rifle to hit the target rather than a 
shotgun to spray it. With the help of 
his “advisers,” the editor can deter- 
mine immediate and long-range ob- 
jectives, whether they are to promote 
safety, encourage suggestions, lower 
costs, improve morale, cut absentee- 
ism, or explain free enterprise. 
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| emmgpery in re-examining the posi- 
tion of the editor, it will be worth 
while to consider his need for infor- 
mation about the problems of the en- 
tire utility industry. A wealth of such 
information is available from the in- 
dustry’s Public Information Program, 
the Electric Companies Advertising 
Program, the Edison Electric Insti- 
tute, and the National Association of 
Electric Companies. These organiza- 
tions serve the electric industry; there 
are similar groups working for the 
benefit of other utility companies. In 
addition, the industry’s magazines 
publish articles and an exchange of 
ideas by leaders in the editor’s and 
allied fields. There are also specialized 
information services which are used 
by the public relations and employee 
relations departments. It may be well 
to ask if the editor is on the circula- 
tion lists for this information—and if 
his time schedule includes the oppor- 
tunity for such valuable research. 
Akin to the organizations and serv- 
ices within his own industry are those 
of his own profession. Over 3,000 edi- 
tors, for example, belong to the Inter- 
national Council of Industrial Editors. 


Membership in his local chapter will 
stimulate the utility editor and present 
opportunities for strengthening his 
own magazine through the experi- 
ences of others. 

In so considering the problems of 
the editor, and gauging the amount of 
help he needs, management will get 
more than an effective magazine. It 
will provide itself with a highly com- 
petent communications man—a man 
who will be capable of making a pro- 
fession of editing the magazine, or 
stepping into other positions for which 
he will be soundly trained. 


HE utility magazine is growing 

up. It is handling broader prob- 
lems than ever before, and its success 
means more than ever before. In it- 
self it cannot do the complete job of 
communication which utility manage- 
ment wants. But with its receptive 
audience and the active interest of 
management, it is a blue-chip invest- 
ment. 

By doing its job well it can 
make an important contribution to the 
well-being of the employee, the com- 
pany, and the industry. 





Murder in the Plant 


HE U. S. Department of Labor has recently completed a 
survey of the most common types of horseplay which result 
im serious injuries. Here is a list of seven kinds of horseplay: 


Throwing pop bottles. 
box of materials. 


ployee opens it. 


~Pe 2 HN 


drink of water. 


Pulling a bench out from under a worker. 

Throwing an oily rag into the face of a worker carrying a 
Wiring a lunch box so it produces a shock when the em- 
Giving fellow workers the well-known hotfoot or hot seat. 


Applying the air hose to a worker’s skin or seat of his pants. 
Pushing a worker's head while he is bending down for a 
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Washington and the 
Utilities 


Utilities—Interested Spectators 
At the Steel Seizure Scrap 


_ from the practical question of 
whether all the hectic develop- 
ments, in and out of court, will keep the 
steel mills going, public utility industries 
throughout the nation can well afford to 
pull up a chair and watch closely. From 
the standpoint of legal tactics, it was 
most fortunate for these utilities that the 
showdown on the abstract issue of the 
government’s power to seize the steel 
mills should be tested in a nonutility in- 
dustrial field. 

Utility lawyers are generally agreed 
that if the government can seize the steel 
industry to avoid a work stoppage affect- 
ing the security of the nation, it could do 
likewise in the case of a threatened util- 
ity work stoppage of any serious pro- 
portion. And with both a telephone and 
a telegraph strike going on at the time 
the steel crisis broke loose, it is recog- 
nized that the original test case could just 
as easily have happened in the field of 
public utilities and then later applied to 
steel. 

In fact, some government attorneys 
are wondering why the administration 
tacticians could not somehow have ar- 
ranged to have things happen just that 
way. They argue that a lot of people in 
this country somehow have a feeling that 
public utilities are quasi government 
functions anyhow, and that government 
seizure might be more easily justified and 
less unpopular than the steel seizure. 
Perhaps the bungling of the steel wage 
controversy at the Wage Stabilization 
Board level left the administration no 
chance to pick its theater of operations, 
legal or otherwise. 
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There was little opportunity for the 
subtle touch in the wake of Mobilization 
Director Wilson’s stormy departure and 
the steel industry’s denunciation of the 
WSB order as a virtual “giveaway- 
program.” But the fact remains, if the 
government had seized the telephone in- 
dustry first and won some sort of justifi- 
cation from the courts—by very reason 
of the fact that a public utility operation 
was involved—the government would 
certainly have been in a much better legal 
position to take over the steel mills, 


usT the reverse happened, however, 

when U. S. District Court Judge 
David A. Pine handed down his forth- 
right decision blasting the government’s 
constitutional position in the steel case. 
Judge Pine’s grand-slam opinion can 
and probably will be whittled down in 
the appellate courts. But it puts the 
burden for making haste in carrying the 
appeals on the Federal government, And 
what is of chief interest to the public 
utilities is that it will be a very choice 
precedent against government seizure of 
any kind of private industry, in the ab- 
sence of statutory authority to do so, if 
the main point of Pine’s ruling is finally 
upheld in the steel case. 

Thus, it is the public utilities which 
are now in a better legal position, even 
though there is still a chance that some 
future court might attempt to differen- 
tiate between seizure of nonutility in- 
dustries and the seizure of public utilities. 
Pine’s opinion, on its face, left no ground 
for such a distinction in the future. Ac- 
cording to the District of Columbia 
jurist, the government has no inherent 
powers of seizure not authorized by writ- 
ten law. And there is no written law at 
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present authorizing the Federal govern- 
ment to seize any other public utility and 
operate it, except in the case of the rail- 
roads which have been operated under a 
special war power statute (recently con- 
tinued by congressional act) since 
August, 1950. Thus, public utilities ap- 
parently stand in the same legal position 
as the steel companies. 


More Work for DEPA, PAD, NPA? 


_—- possible outcome of the steel 
seizure may be over the effect on 
material controls now being exercised 
for public utilities by the various 
claimant agencies under the Defense 
Production Administration. Until the 
steel mills stopped producing in the 
wake of the Pine decision, there had been 
some hope, if not good reason to expect, 
that the National Production Authority 
and the other claimant agencies would be 
permitted to ease up on the control of 
such materials as steel and copper and 
aluminum. 

But if steel production is stopped for 
any appreciable length of time—certainly 
if the ovens are cool for a month—steel 
production and stockpiles will be so far 
behind schedule that strict material con- 
trols will have to be continued for an in- 
definite period—probably for the rest of 
this year. That is what officials at NPA 
were saying privately, although nobody 
naturally was sticking his neck out so 
long as there was some question whether 
the strike was on or off. And with courts 
slamming the doors after the strikers and 
the government attorneys opening them 
again, nobody knew from day to day 
whether the ovens were going to be hot 
or cold, or for how long. 

While the aluminum supply is a lot 
brighter than it was six months ago, the 
prospect of a copper shortage remained 
—strikes or no strikes. DPA Adminis- 
trator Fleischmann said he expected 
copper to remain short for two years. So 
that if steel now comes once more in 
critically short supply, the fact that 
aluminum is easier would not help very 
much. Steel is the main control item in 
building and new plant construction, in- 


cluding a lot of power plants that were 
supposed to be going on the line some 
time next year. 


om 
The Utilities and OPS 


NOTHER area of possible controversy 
between the Federal government 
and the utilities may soon flare up again, 
following the departure of former Price 
Stabilizer Michael V. DiSalle. It will 
be recalled that DiSalle last January 
quieted congressional criticism with a let- 
ter to Chairman Maybank (Democrat, 
South Carolina) of the Senate Banking 
Committee, virtually pledging that OPS 
would not get into utility rate cases not 
involving wholesale service, unless there 
were special circumstances threatening 
the whole stabilization program. Up un- 
til May Ist, there had been no new in- 
terventions by OPS in rate cases which 
are not concerned with the sale of utility 
service for resale to the public. But the 
departure of DiSalle has caused renewed 
agitation, especially among OPS local 
aides on the West coast, according to 
word coming into Washington from that 
quarter. 

It seems some local OPS officials now 
want authority to get into all kinds of 
utility rate cases without clearance 
through Washington headquarters. The 
OPS in Washington has been keeping 
the terms of DiSalle’s letter to Congress. 
There are some broad hints that politics 
may be involved. The West coast OPS 
regional officials, taking their cue from 
top level administration speeches blast- 
ing the utilities every so often, seem to 
think that stirring up utility rate issues 
may be good campaign politics. They 
would like to get into various utility rate 
cases which have nothing to do with 
wholesale utility service. This activity 
would be justified by the “consent” of 
the regulatory commissions hearing the 
cases. The local OPS people know that 
most commissions would not actually 
exclude them from rate case participation. 


HE new Director, Ellis Arnall, may 
personally have to settle this ques- 
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WASHINGTON AND THE UTILITIES 


tion one way or the other. Although it 
would seem a poor time for OPS to be 
embarking on such a controversial course 
(when Congress is already considering 
dropping or trimming OPS authority 
over prices in the next Defense Produc- 
tion Act), some of the OPS people ap- 
parently feel that the stakes are worth 
the risk. They point out privately that 
OPS is not in good standing with Con- 
gress anyhow, so that more utility rate 
case activity would not make very much 
difference. 
* 


Natural Gas Developments 


Ow it seems fairly certain that the 
Federal Power Commission will 
appeal the recent court decision setting 
aside (pending further hearing) FPC’s 
order dividing the New England gas 
market between two rival pipelines. The 
Third U. S. Circuit Court of Appeals 
granted Algonquin Gas Transmission 
Company a stay until May 19th in order 
to allow Algonquin (one of the rivals) 
time to prepare additional evidence. 

FPC is expected to ask first for a re- 
hearing of the decision, which is the 
usual preliminary to seeking a review by 
the U. S. Supreme Court. FPC lawyers 
apparently feel they have a chance to get 
a reversal of the appellate court decision. 
If it does not turn out that way, FPC 
still has authority to consider the con- 
troversy again in the hearings which it 
was directed to hold by the appellate 
court. The FPC could again reach the 
same conclusion about dividing the New 
England area. 

The Washington Gas Light Company, 
serving the nation’s capital, is the first 
gas utility to seek complete exemption 
from the space-heating service restric- 
tions ordered in effect last year by the 
Petroleum Administration for Defense. 
Under this PAD Order No. 2, gas utili- 
ties in the so-called “Appalachian area” 
were not permitted to take on new space- 
heating customers beyond certain mini- 
mum limitations. But the way was left 
open for qualifications and exemptions 
under special local circumstances. 


The Washington Gas Light Com- 
pany’s application for a blanket exemp- 
tion was turned down. But at the same 
time PAD agreed to allow the utility to 
add 3,450 new gas-heating customers in 
the District of Columbia. This is be- 
lieved sufficient to take care of nearly all 
requests for new service. 

It seems that PAD wants to hold the 
reins of service restriction control over 
the natural gas companies a while longer. 
This is indicated by the large number of 
new customer connections authorized for 
the Washington, D. C., utility. 


* 


Daniel W. Knowlton Retires 


barn seg considerable corps of 
regulatory specialists will soon be 
without one of its shining lights for many 
years, as the result of retirement of 
Daniel W. Knowlton, chief counsel of the 
Interstate Commerce Commission since 
1928. Knowlton, a Harvard graduate 
(AB, ’03), was admitted to the New 
York bar in 1907. He started into prac- 
tice in Colorado Springs in 1910 develop- 
ing one of the pioneer regulatory law 
firms in the United States. One of his 
former partners is now Senator from 
New Jersey, Alexander Smith. After 
military service in World War I, Knowl- 
ton entered the regulatory field in 1922 
as chairman of the Board of Referees to 
determine compensation for railroads 
during Federal seizure. Since 1928 he 
has continuously held the post of chief 
counsel for the ICC—a tenure of nearly 
a quarter of a century, which made him 
dean of regulatory commission counsel 
in Washington. 

Quite an impressive ceremony was 
held by the ICC on April 30th, marking 
Knowlton’s retirement, with congratula- 
tory speeches by Commissioners Aitchi- 
son, Lee, and others. 

His successor is E. M. Reidy, who has 
been associate chief counsel for the ICC 
for the past three years. Reidy, a native 
of Massachusetts and a law graduate of 
Georgetown University, joined the ICC’s 
legal staff the same year, 1928, that his 
predecessor became chief counsel, 
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Utility Engineers’ Conference 


TS thirtieth annual conference of 
utility commission engineers was 
held in Washington, D. C., the latter part 
of April. Of particular interest to the 
telephone industry were addresses deal- 
ing with the financial problems of small 
utilities and the future of the small tele- 
phone company. William A. Roby, 
supervising engineer for the Indiana 
commission, told his audience that if the 
small telephone company is to maintain 
its existence, “it must become part of a 
large organization that can keep the ex- 
change in operation, furnish money when 
needed, secure equitable rates, and have 
employees available for transfer when- 
ever vacancies or troubles occur.” The 
small independent that is solvent, well- 
managed, and giving its customers ade- 
quate service is an exception, Roby de- 
clared. “Individual or family ownership 
is on the way out as a natural evolution 
of this type of business,” he added, as in 
the case of power companies, railroads, 
local grocery stores, and gasoline filling 
stations. 

Mr. Roby pointed to the slower prog- 
ress being made in the modernization 
of the independent telephone company’s 
plant than in Bell system companies. He 
noted that Bell companies are now 77 
per cent dial in their local service, in 
some states almost 100 per cent, while 
the independent portion of the industry 
is less than 40 per cent dial. Of the 5,500 
independents, he remarked, 80 per cent 
operate 1,000 telephones or less and 
many of them still retain the magneto- 
type plant which Roby characterized as 
“horse and buggy” stuff and wholly in- 
adequate to meet present demands for 
telephone service. Conversion to dial, he 





Exchange Calls 


And Gossip 


stressed, is an “urgent requirement. 
The Indiana commission engineer sug- 
gested that state commissions encourage 
the integration of small independent units 
into units of 5,000 telephones or more. 
He added that in his opinion small inde- 
pendents ought to have a higher rate of 
return than larger system companies. 


ALPH G. STARKE, of the Berkshire 
Life Insurance Company, of Pitts- 
field, Massachusetts, urged more co-op- 
eration between insurance companies and 
state commissions in the examination of 
the financial situations of telephone com- 
panies and other utilities. Such plans of 
co-operation, he stated, can go a long 
way toward easing the problems of 
financing small utilities. 

The conference also heard Vern W. 
Chase, telephone engineer for the North 
Carolina Utilities Commission, praise 
Southern Bell Telephone Company’s de- 
velopment of extended area telephone 
service in his state. He emphasized the 
advantages of this type of service and 
said the feeling of his commission is that 
“the trend of the times will be in in- 
creased requirements for it.” Where it is 
practical and feasible, he predicted, non- 
optional extended area service will in the 
near future be introduced in all North 
Carolina exchanges. 

Mr. Chase reported that customer 
opinion of extended area service was 
most favorable. He declared that “ex- 
perience clearly shows many customers 
will gladly pay an extended area rate 
substantially higher than the former local 
rate plus former toll charges to obtain 
freedom of use with extended service.” 

Although Southern Bell has plans for 
increasing the number of its exchanges 
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EXCHANGE CALLS AND GOSSIP 


which now have this service, Chase said 
the limited supply of material and equip- 
ment and the present heavy demand for 
service must be given consideration and 
that facilities needed for extended area 
service must not be allowed to deplete 
too drastically the available supply of 
materials, 
* 


REA Shifts Emphasis to 
Telephone Loans 


HE Rural Electrification Adminis- 

tration is planning a major switch 
in its program. Instead of concentrating 
on loans for the purpose of getting elec- 
tric power to the nation’s farms, it will 
now put its emphasis on supplying them 
with telephones. 

Apparently feeling that most of its job 
of providing the means for electrifying 
farms is done, REA announced that it 
will reorganize “in order to meet the 
needs of the rapidly expanding telephone 
program and to take better advantage of 
the increasing experience and stability 
that the electric borrowers have ac- 
quired.” REA officials said that over 4,- 
450,000 of the country’s 5,250,000 farms 
now have electricity, while less than 40 
per cent of them have telephones. 

Principal feature of the reorganiza- 
tion plan, effective July Ist, is an in- 
crease of the telephone staff by 50 per 
cent, through shifting personnel out of 
the electrification program. Two new 
telephone divisions are being set up—a 
telephone loans division and a telephone 
engineering division. The telephone loans 
division will be responsible for loan study 
and development work, as well as man- 
agement assistance for the telephone 
program. It will make recommendations 
to the Administrator on telephone loan 
applications. The telephone engineering 
division will be responsible for such 
activities as pre-loan engineering, con- 
struction engineering and technical op- 
erations, and maintenance advisory serv- 
ice to borrowers. Richard A. Dell will 
head of the new loans division, and K. 
W. Benckert will become acting chief of 
the engineering division. 
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REA has $100,000,000 in lending au- 
thority and $75,000,000 in reserve for 
electric power loans, and wants to keep 
this authority unimpaired. If the Senate 
makes no changes in REA appropria- 
tions for fiscal 1953, already approved 
by the House, REA will have $25,000,- 
000 in telephone loan authority which is 
one-half the new lending authority for 
rural electrification loans—the first time 
the telephone program has approached 
such a comparative position. REA of- 
ficials indicated they would like to see 
telephone lending authority boosted to 
$50,000,000. 

The new arrangement will also es- 
tablish a streamlined organization for 
handling the electric program. There will 
be five electric distributing area offices 
to provide a single organization to work 
with distribution borrowers in develop- 
ing plans and in providing whatever tech- 
nical REA assistance is needed. 

REA is also taking steps to establish 
more effective staff work. While four 
staff divisions remain unchanged—tech- 
nical standards, personnel, information 
services, and administrative services— 
three new divisions have been set up— 
a controller’s division, an engineering di- 
vision, and an operations division. These 
new divisions, along with the existing 
staff divisions, will service the five area 
offices, the power division, and the two 
telephone divisions, They will be re- 
sponsible in their respective fields for the 
development of program policies, plans, 
and procedures, for technical advice to 
the line divisions, and for field assistance 
when requested and available. 


5 
End of Copper Controls Seen in 


Two Years 


——— on the use of copper, 
steel, and aluminum may be lifted 


in a little more than two years, according 
to Defense Production Administrator 
Manly Fleischmann. Although Fleisch- 
mann did not minimize the seriousness 
of the present copper shortage, which he 
said is “very bad,” he stated there are 
reasons to believe that the situation will 
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be substantially improved in 1954. The 
outlook is not quite so bright for sup- 
plies of alloying materials, particularly 
nickel. Fleischmann told the Armed 
Forces Communications Association in 
Philadelphia that available stockpiles of 
the alloying metals—columbium, cobalt, 
tungsten, and nickle—would be rapidly 
depleted in the event of an all-out war, 
which means that stockpiling of these ma- 
terials must be accelerated. He predicted 
strict controls on these materials for five 
to ten years. 

Fleischmann denied that there is a 
“glut” of aluminum but admitted that ex- 
panding aluminum production has done 
much to alleviate shortages of this metal. 

Although the National Production Au- 
thority does not see any indication of a 
decontrol of any materials this year, 
further relaxation of controls is expected. 
Evidence of this could be seen in the in- 
creased allocations given the communi- 
cations industry for the third quarter of 
1952. Copper, steel, and aluminum allot- 
ments are the largest since controls were 
put into effect in July, 1951. 


* 


Connecticut Ruling 


ONNECTICUT’S public utilities com- 
mission has ruled that a telephone 
company may terminate service to a sub- 
scriber when advised by a bona fide law 
enforcement agency that the subscriber 
is using the service illegally. The com- 
mission further held that arrest and con- 
viction are not necessary to give the 
telephone company sufficient right to 
terminate the service. 

Southern New England Telephone 
Company removed a telephone from a 
cigar store after Hartford police had 
charged the owner with booking horse 
race bets. The police recommended re- 
moval of the telephone. The owner ap- 
pealed to the public utilities commission 
that the company’s action “deprived him 
of his rights, without trial or evidence.” 
The commission did not go into the ques- 
tion of guilt but merely ruled that the 
company’s standards for terminating 
service were reasonable since it had acted 


on the advice of a law enforcement 
agency. 

The company’s tariff provisions filed 
with the commission provide that “sery- 
ice is furnished subject to the condition 
that it will not be used for any unlawful 
purposes. Service will not be furnished 
if such service is being used in violation 
of law.” The commission found this pro- 
vision reasonable and noted that the 
company had not acted until receiving 
the advice of the state’s attorney general. 


* 
Is Telegraph Soctalism’s Target? 


HERE are some observers of the pro- 

longed telegraph strike who believe 
that a great deal more is involved than a 
mere wage dispute between Western 
Union and its employees. The company 
had declared that it cannot raise rates 
enough to cover the cost of a wage in- 
crease and still remain in competition 
with the telephone and air mail. But it is 
being pointed out editorially in the news- 
papers that even if the company and the 
union reach a mutually satisfactory 
agreement, the basic difficulties in which 
Western Union finds itself would not be 
eliminated. The net result of taxes im- 
posed upon the company during World 
War II, the government’s refusal to 
grant rate relief, and its insistence on 
wage increases for Western Union’s em- 
ployees, has been to maneuver the com- 
pany into a series of losing years. 

But more significant from the com- 
pany’s point of view was the govern- 
ment’s establishment of its own telegraph 
business, tax-free and tax-supported, 
which has grown to immense proportions 
under the direction of the General Serv- 
ices Administration. What started out to 
be a temporary government service for 
a wartime agency, handled in 1951 a 
telegraph volume of 84,000,000 words, 
three times as much as in 1949, 

The telegraph is the only utility in the 
country owned by a single company. The 
possibility that it may be No. 1 on a list 
of other private enterprise utilities 
marked for Federal control cannot be 
entirely ignored. 
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Financial News 
and Comment 


By OWEN ELY 


The “Attrition” Factor 
In Utility Earnings 


- is generally realized that utility con- 
struction and equipment costs have 
nearly doubled in the past decade. The 
index (based on 1911 as 100 per cent) 
prepared by Whitman, Requardt & As- 
sociates of Baltimore, using a composite 
of over 50 material and labor items, 
makes the following comparison over the 
past decade: 


Division Jan.1, Jan. 1, % 
Of U.S. 1943 1952 Increase 


North Atlantic . 250 472 90% 
South Atlantic . 267 494 86 
North Central . 238 446 87 
South Central . 247 458 86 
Plateau 236 447 90 
Pacific 242 454 88 


Average (unweighted) 88% 


While this “inflationary” factor has 
been recognized by some of the commis- 
sions, notably the New York Pub- 
lic Service Commission, no very scien- 
tific method of dealing with it has been 
worked out in regulatory circles. It is 
important because it affects several in- 
come items, particularly property taxes, 
depreciation, and cost of financing. One 
reason why it has not received more at- 
tention is that the effects have been par- 
tially offset by the increased efficiency 
of new generating units and other equip- 
ment and the reduced number of man- 
hours per unit of output. Nevertheless 
it is important for the state commissions 
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to recognize this burden on the utilities 
and to develop a policy to meet it. 


ly a recent rate case, Public Service 
Company of New Hampshire pre- 
sented a chart (which we reproduce on 
page 703) to illustrate the effect of in- 
flation upon net plant and net operating 
income. Thus net operating income in 
1951 included an estimated $273,000, 
representing the adverse effects on earn- 
ings of the “inflationary spread” of about 
$12,400,000 in plant account. Obviously, 
the adjustment does not include cost of 
financing, since this is taken care of in 
the adjusted fair return on the rate base 
containing the high-cost components. It 
does, however, point up the necessity for 
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more liberal treatment by commissions 
in order to recognize the adverse effects 
on rate of return of this attrition factor. 
Otherwise rates may have to be con- 
tinually revised in order to catch up with 
this adverse effect. 


NOTHER important industry phase of 
this problem is the need to build up 

or maintain adequate depreciation re- 
serves. During the period 1940-50 total 
utility plant of privately owned class “A” 
and “B” electric utilities increased nearly 
50 per cent, while the aggregate reserve 
for depreciation and amortization in- 
creased 130 per cent. But recently these 
trends have been reversed. Thus in the 
year 1950 plant account increased nearly 
10 per cent while depreciation reserve 
increased only 8 per cent. Complete fig- 
ures are not yet available for the year 
1951, but the monthly FPC earnings 
bulletin for January, 1952, shows that 
electric utility plant increased 9.4 per 
cent and the reserve only 8.4 per cent. 
Accruals to the reserve (in expenses) for 
that month were 8.3 per cent over the 
previous year. Thus the ratio of depre- 
ciation reserve to plant account is now 
slowly declining, and this trend will be 
accelerated if and when any substantial 
amount of obsolete generating equip- 
ment is abandoned and written off the 
books. This might occur during some 


might be so ample that commissions 
might require the oldest equipment to be 
retired from service and taken out of the 
rate base. 


T is important, therefore, to study cur- 
I rent depreciation ratios. The old 
“rule of thumb” ratio (15 per cent of 
revenues for maintenance and deprecia- 
tion) may no longer be so valid as in 
former years, In this connection it is 
necessary to study the cost of the latest 
generating equipment on the books as 
compared with the oldest, and also the 
relative generating efficiency. In other 
words, operating savings should be 
matched against the higher cost of prop- 
erty taxes, depreciation, and cost of cap- 
ital, and the net result would be the in- 
creased net cost of new equipment on a 
productivity basis. Then depreciation ac- 
cruals can properly be adjusted to pre- 
serve the operating integrity of the plant 
account. 

It is obvious that no “rule of thumb” 
statistics can be worked out since the 
situation confronting each individual 
utility company may differ from the av- 
erage. Some may have some extremely 
old and inefficient equipment in the rate 
base (as being needed for occasional 
stand-by use), while others may have 
practically rebuilt generating plant over 
the past decade. Unless the depreciation 


future depression when surplus capacity | policy is studied every year or s0, it 
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*UTILITY NEW MONEY FINANCING 
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D—Decrease. *As compiled by the Irving Trust Company. 








% Increase 

April Jan.-A pril Over 1951 
$107 $435 21% 
10 71 184% 
67 140 D1% 
$184 $646 19% 
$ 63 $174 61% 
= 28 366% 
16 32 D25% 
$ 79 $234 49% 
$263 $880 26% 
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would be safer to make allowance in ac- 
cruals for a continued inflationary trend, 
just as construction engineers allow for 
extra strain in their calculations of the 
strength of a bridge. 

Based on present bookkeeping the 
traditional 6 per cent return may prove 
to be too low, since current earnings 
may be overstated if the depreciation ac- 
crual is inadequate. However, it is also 
important not to go to the other extreme 
and increase reserves too fast since then 
the rate base would be arbitrarily re- 
duced and the return on the rate base in 
future years would thus be lowered. The 
adequacy of the reserve must be studied 
in the light of such factors as average age 
of equipment, proposed rate of replace- 
ment in future years, etc. The individual 
company should be able to budget its 
depreciation needs for a few years ahead 
in the same way it now attempts to 
budget its construction program, the 
cash flow, the amount of capital which 
will have to be raised, the anticipated 
earnings, etc. Such a scientific study is 
required to protect the interests of in- 
vestors as well as those of consumers, 
particularly during a period of rapid 
change such as at present. 


| some electric utility companies the 
problem will be complicated by ac- 
celerated amortization of defense plant 
facilities. In fact such excess deprecia- 
tion might tend to “balance the books” 
for the industry as a whole over the 


coming five years, if the reported figures 
should include the accelerated amortiza- 
tion—but due to our system of double 
bookkeeping, this may only be the case 
for part of the industry. In any event, 
some companies will not be affected at 
all, and others in widely varying degree. 
This is merely an additional factor in 
the formula which each company should 
work out for itself. 

There is also the question as to the 
best method of accruing depreciation 
charges—straight line, sinking fund, etc. 
The sinking-fund method would impose 
a much lighter burden on earnings at 
this time since a substantial part of 
plant has been installed recently, and 
initial contributions to the reserve would 
be smaller under this method. Of course 
the heavier depreciation burden during 
the earlier years of new plant will pro- 
vide greater protection for future stock- 
holders; but these stockholders may be 
different individuals than the present 
ones, and it should be a joint aim of man- 
agement and regulatory authorities to 
spread both burdens and benefits even- 
ly, so that one generation of stockhold- 
ers will not benefit unduly at the expense 
of another. If current depreciation ac- 
cruals were reduced substantially through 
use of the sinking-fund method, with re- 
sulting increase in net operating income, 
this might result in rate reductions in 
some cases—but there are many com- 
panies now eafning less than 6 per cent 
on the rate base whose stockholders 
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CURRENT YIELD YARDSTICKS 


1951-52 Range 1950 Range 
Recent High Low High Low 
2.59% 2.75% 2.39% 242% 2.15% 
2.96 3.09 2.64 2.69 2.55 


Latest available Moody indices are used for utility bonds and preferred stocks; 
Standard & Poor’s indices for government bonds and utility common stocks. 


3.02 3.18 2.70 2.74 2.63 
3.21 3.32 2.82 2.87 2.75 
3.55 3.58 3.21 3.21 3.14 
3.99 4.25 3.77 3.82 3.70 
4.40 4.71 4.19 4.25 4.13 
5.41 6.11 5.26 6.43 5.31 
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PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 
February 11, 1952, to April 30, 1952 


Price Under- O ff er- 
Amount To writing ing Moody 
Mill. Description Public S — Yield* Rating 


Mortgage Bonds & Debentures 


Central Ill. E. & G. Ist S. F. wie 101.87 1.37 
Illinois Power Ist S. F. 34’s a 102.25 J 
Pacific P. & L. Ist S. F. 3#’s 1982 100.45 
Central P. & L. 1st S. F. 34’s 1982 . 

Metropolitan Ed. 1st S. F. 34’s 1982 . 

Potomac Elec. Pwr. Ist 32’s 1987 

Pacific G. & E. Ist S. F. 38’s 1985 .... 
Southwestern G. & E. ist S. F. 38’s 1982 
Narragansett El. Ist S. F. 38’s 1982 .. 
Consolidated Ed. Ist & Ref. 38’s 1982 . 
Oklahoma G.'& E. Ist S. F. 38’s 1982 .. 

So. Calif. Gas 1st S. F. 34’s 1982 

San Diego G. & E. 1st 32’s 1982 

Texas P. & L. Ist S. F. 32’s 1982 

Texas P. & L. Deb. S. F. 3#’s 1977 . 

West Penn Pwr. Ist S. F. 32’s 1982 .... 

Interstate Power 1st S. F. 34’s 1982 .. 
Consumers Pwr. Ist S. F. 34’s 1987 .. 

Columbia Gas Deb. S. F. 38’s 1977 .. 
Wisconsin P. & L. Ist S. F. 32’s 1982 . 

Alabama Power Ist S. F. 38’s 1982 .... 


Preferred Stocks 


Delaware P. & L. $4.56 ($100) 
Illinois Power 4.70% ($50) 
El Paso Natural Gas 5.36% ($100) ... 
El Paso Nat. Gas $4.40 Conv. (a) .... 
Rochester G. & E. 4.75% ($100) 
Metropolitan Ed. 4.45% ($100) 
Ohio Edison 4.56% ($100) 
Wisconsin P. & L. 4.80% ($100) 

Common Stocks—Subscription Rights 
Kansas-Nebraska Nat. Gas 
Southwestern Public Service 
Maine Pub. Service 
Rae OE Pe oss essecccerccan 
Arkansas- Missouri Power 
Colorado Central Power 
Texas Utilities 
Texas Eastern Trans. 
WEI BEE, iesascansccenssens 
Interstate Power 
rr re 
South Carolina E. & G. 

Common Stocks—Other New Money Sales 


pS SO Ear ere 
Arizona Public Service 
ET caw cydntaseqneceoss 
Southern Calif, Ed. 

ae ree 
Be nad censndcceewnnene . 
Tucson G. E. L. & P. . 135 6.03 


rao OD 2” 


5 MN CR betes bate 
CRW Co WD Ga Gn Go Gn Gn Gn Gn Gn Gn Gn Gn Gn Gn GG 


NNN bom 
BSSRE SSE 


PPAPLAULPHS 


— 
ne 


PAWLOW 


DLN HNN NIN NID 90 rater Ea9 9 God £49 E49 £49 ad G49 C49 G49 Lod G9 Gd G49 Lad Lad Gd 0 G9 God Gd 
SSSYH NAEGBVKRSRSES BHRASRLS BASE RASSANSARESLSLSSS 
Ss 


CHeSocaNWWNHNAN 
CPRORENUDODH: 


MOOD ONI0S 


ee 
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NOON OFN 
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> 

un 
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4/23 


*Yield to maturity on bonds. ¢Not underwritten, gross spread would include only com- 
pany expense. #Not underwritten, but concession to dealers through 0 na—Not 
available. (a) Convertible into common at 36% to 6/30/57 and at 38% to 6/30/62 
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would benefit at this particular time. 


OWEVER, under pressure from the 
Washington commissions, the 
straight-line method is now so largely in 
use that it seems doubtful whether the 
trend towards this method could be 
easily reversed in favor of the sinking- 
fund plan, even if regulatory philosophy 
at Washington should “turn to the 
right” under a new administration. 
Obviously, the depreciation question 
has many angles, some of which may be 
mutually contradictory so far as effects 
are concerned. There seems little doubt, 
however, that these questions deserve 
greater study than is currently being 
given to them, in order to protect both 
present and future security holders, as 
well as the consumer—though his inter- 
ests usually get a prior claim on the at- 
tention of the regulators. 


> 
A High Equity Ratio Requires 
A Higher Rate of Return 
On the Rate Base 


rr Counties Gas CoMPANY 
of California has asked the supreme 
court of that state to review the rate de- 
cision of the public utilities commission 


\ «GAS USE . 
() IN NEW HOMES oAs 


IN AREAS WHERE GAS SERVICE IS AVAILABLE 
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dated January 22nd, which denied the 
company’s application for an increase in 
gas rates of $3,390,000. In its brief, the 
company contended that the commission 
had allowed it earnings equivalent to 
only a 5.15 per cent return on a depre- 
ciated original cost rate base—said to be 
the lowest imposed upon any comparable 
California utility. It reminded the court 
that the United States Supreme Court 
has set up a standard that requires earn- 
ings, above reasonable basic operating 
expenses, sufficient (1) to service the 
company’s debt and (2) to afford to its 
“equity owner” a sum which will be: 
(a) commensurate with returns on in- 
vestments in other enterprises having 
corresponding risks; and (b) sufficient 
to assure confidence in the financial in- 
tegrity of the enterprise, so as to main- 
tain its credit and attract capital. 
The brief stated: 


Although the commission’s disal- 
lowance of the described gas costs and 
of a large element of necessary ma- 
terials and supplies thus makes the 
confiscation more acute, the 5.8 per 
cent rate of return fixed by the com- 
mission upon its adopted rate base pro- 
duces an end result which, in itself, 
is erroneous. ... The net revenue pro- 
duced by the application of that rate 
of return to the commission’s depre- 
ciated rate base, after payment of 
charges on debt, fails to meet by more 
than 3 per cent the fair rate of earn- 
ings on petitioner’s common stock 
equity as measured by the realized 
earnings on the common stock equi- 
ties of other comparable natural gas 
utilities. 


8 Be company made the important 
point that the percentage of high-cost 
common stock capital in the total cap- 
italization of a utility is a major factor in 
its over-all cost of obtaining funds. “A 
straight gas company such as petitioner, 
with a relatively high equity ratio of 53 
per cent, requires and should be allowed 
a substantially higher over-all rate of re- 
turn than electric or combination utilities 
with smaller equity ratios.” 
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CURRENT UTILITY STATISTICS AND RATIOS 


Per Cent Increase 
Latest Latest Latest Latest 
Unit Cost Month 12Mos. Month 12 Mos. 
Operating Statistics (February) 


Output KWH—Total Bill. KWH 
Hydro-generated .. " 
Steam-generated .. ” 

Capacity Mill. KWH 

Peak Load (December) wi 

Fuel Use: Coal Mill. Tons 

G Mill. MCF 
Oil Mill Bbls. 
Coal Stocks Mill. Tons 
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Customers, Sales, Revenues, and Plant (February) 


KWH Sales—Residential Bill. KWH 
Commercial i 
Industrial 
Total, Incl. Misc. ... 
Customers—Residential 
Commercial 
Industrial 
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Income Account—Summary (February) 


Revenues—Residential 
Commercial 
Industrial 
Total, Inc. Misc. Sales .. 
Sales to Other Utilities . 
Misc. Income 


Expenditures 


Misc. Expenses 

Depreciation 

Taxes 

Interest 

ee ee 
Net Income 

Preferred Div. ( Est.) 

Bal. for Common Stock (Est.) ... 
Common Dividends (Est.) 

Balance to Surplus (Est.) 


CODNANWOODWOrH OW 


Electric Utility Plant (February) 


Reserve for Depreciation and Amort. 
Net Electric Utility Plant 


Life Insurance Investments (January Ist-A pril 19th) 
Utility Bonds 
Utility Stocks 
Total 
% of All Investments 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


1951 

Rev. 

(Miil.) 

Producers and Pipelines 

$ 9 O Commonwealth Gas... 
30 S Mississippi Riv. Fuel ... 
47 S Southern Nat. Gas ...... 
3 O Southwest Nat. Gas .... 
76 O Tenn. Gas Trans. ...... 
84 O Texas East. Trans. .... 
40 O Texas Gas Trans. ...... 


iS) 
NSunuewvusRuasSn Bu SomudsPaR 


MANODOOVONVONOOCOSOMNAGOCOCCCOMNO 


Ne 


Averages ......00 


Integrated Companies 
S American Natural Gas .. 
S Columbia Gas System .. 
C Consol. Gas Utils. ...... 
S Consol. Nat. Gas ...... 
S_ El Paso Nat. Gas ...... 
S Equitable Gas .......... 
O Interstate Nat. Gas .... 
O Kansas-Neb. Nat. Gas .. 
CG Bee Oe ccccsccces 
S Montana-Dakota Utils. .. 
O Mountain Fuel Supply .. 
C National Fuel Gas ...... 
S Northern Nat. Gas...... 
C Oklahoma Nat. Gas .... 
C Pacific Pub. Serv. ..... 
S Panhandle East. P. L. .. 
S_ Peoples Gas Lt. & Coke .. 
O Southern Union Gas ... 
S United Gas 


Averages ......... 


etail Distributors 
Atlanta Gas Light ...... 
Bridgeport Gas 
Brooklyn Union Gas .... 
Central El. & Gas ...... 
eee 
Haverhill Gas Lt. ...... 
Houston Nat. Gas ...... 
Indiana Gas & Water .. 
Jacksonville Gas 
Kings County Ltg. .... 
err 
Michigan Gas Utils. .... 
Minneapolis Gas ........ 
Mobile Gas Service ..... 
New Haven Gas Lt. .... 
Pacific Lighting 
Portland Gas & Coke .. 
Providence Gas ......... 
Rio Grande Valley Gas .. 
Rockland Gas .......... 
PE oc civccccaces 
So. Jersey Gas 
Springfield Gas Light .. 
United Gas Improv. .... 
Wash. Gas Light 
Averages ......... 
Canadian 
S_ International Utils. ..... 


ee 


a 


MAY 22, 1952 


| 
14 


4/30/52 
Price 
About 


25 
36 
1 


27 











Indi 
cated 
rhea Approx. 
Rate teld 
$.25 10% 
2.20 6.1 
250 49 
20 29 
140 48 
100 5.3 
100 5.9 
4.1% 
$1.80 58% 
20 60 
75 58 
2.50 4.3 
160 47 
1.30 62 
250 68 
124 54 
140 54 
90 38 
60 32 
80 5.7 
180 44 
200 59 
1.00 67 
2.00 28 
600 4.7 
80 40 
100 3.8 
5.0% 
$1.20 5.5% 
140 58 
3.30 6.3 
80 7.3 
2.00 5.4 
180 53 
80 44 
140 58 
140 44 
40 44 
50 63 
110 5.5 
160 5.3 
160 5.9 
3.00 60 
80 4.7 
40 5.0 
12 60 
2.00 5.0 
6 40 
50 3.6 
160 48 
155 48 
150 5.0 
5.3% 
$1.20 44% 


3 


—12 Mos. Share Earnings#— 


Current 
Period 


$ .87d 
3.29d 
4.63m 


Freq. Price- 
Jo In Of Re- Earn. 
crease ports** Ratio 
18% a — 
10 ay 109 
26 qy 110 
60 bq — 
-- aqy 178 
D2 a 108 
D6 a 92 
11.9 
7% bq 107 
2 qy 142 
15 qgy 7.5 
13 qy 102 
63 my 4109 
2 bq 10.7 
30 a 114 
36 qe 10.9 
D32 may 169 
DS ay _— 
16 a 165 
D3 bq 11.6 
D21 ay — 
D25 b 145 
D34 qc 102 
14 ay a 
D9 qy 14.1 
D30 qc 189 
9 ag 167 
12.6 
D3% bq 122 
DS50 a = 
24 qc 116 
5 qy 102 
Dil a 15.5 
5 my 15.6 
41 a 121 
D5 ec 117 
4 a 6.4 
59 qe 105 
D2 b 95 
47 qy 72 
— ay 168 
Dil bq 98 
D20 a 176 
D34 bq 149 
10 bq 9.4 
D37 a 222 
—_— qy 105 
Dis , 113 
ay . 
59 qc 144 
_ — 202 
D10 ay 164 
D13 bq 12.0 
12.8 
20% may 15.0 


Div, 
Pay- 


out 


29 
67 
54 
36 
86 
57 


— et OF 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER COMPANIES 
Indi- 
cated -12 Mos. Share Earnings#- 
1951 4/30/52 Divi- Freq. 
Rev. Price dend Approx. Current % In- Of Re- 
(Mill.) About Rate teld Period crease* ports** 
Communications Companies 
Bell System 
Am, Tel. & Tel. (Cons.) 154 
Cinn. & Sub. Bell Tel... 74 
Mountain Sts. T. & T. .. 
New England Tel. .... 
Pacific Tel. & Tel 
So. New Eng. Tel. ...... 
Averages 
Independents 
Central Telephone 
General Telephone 
PURGE TEL. ccccccss 
Rochester Tel. 


ransit Companies 

Chicago SS.& S. B 

Chicago So. Sh. & M. .. 

Dallas Ry. & Term, .... 

Greyhound Corp, ...... 

Los Angeles Transit .... 

Nat. City Lines 

Phila. Transit 

Rochester Transit 

St. Louis P. S. A 

Syracuse Transit 

United Transit 
Averages 


Water Companies 

Holding Companies 
Amer. Water Works .... 
N. Y. Water Service .... 

Operating Companies 
Bridgeport Hydraulic .. 
Calif. Water Serv. ..... 
Elizabethtown Water .. 
Hackensack Water 
Jamaica Water Supply .. 
New Haven Water .... 
Ohio Water Service ... 
Phila. & Sub, Water . 
Plainfield Union Wt. ... 
San Jose Water 
Scranton-Spring Brook . 
Southern Cal. Water .... 
West Va. Wt. Service .. 


Averages 


R 


$11.50f D11% mcy 
4.56d D1 qc 

y D23 ay 
D35 ay 
qy 
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1.38m bq 


OOOD90909000OMDOO0O OM 
ANARORNUNOUNOOM Nw 


-_ 
ty 
So 
nt | et et et 
WIPO wWw 
HAIiowaonu 


wn 
a 
R 


D—Deficit. C—Curb exchange. O—Over-counter or out-of-town exchange. S—New York 
Stock Exchange. *Increase in balance for common stock. #Earnings are calculated on present 
number of shares outstanding, except as otherwise indicated. PF—Pro forma. dx—December, 
1950. ju—July. d—December, 1951. j—January, 1952. f—February, 1952. m—March, 1952. 
NC—Not comparable, **The following symbols are used in this column to indicate the periods 
and frequency of earnings reports: a—Calendar year only. b—Twelve months only (reported 
monthly). bq—Twelve months only (reported quarterly). c—Cumulative months and twelve 
months. mc—Latest month and cumulative months. mcy—Latest month, cumulative months, and 
twelve months. q—Latest quarter only. qc—Quarters cumulatively. qy—Latest quarter plus 
last twelve months. a—Stock dividend also paid in 1951. 
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Is the FPC Being Sabotaged by 
Smear Attack? 


NY reasonably well-informed person 
A who has observed or played a part 
in Washington legislative or administra- 
tive processes during the last decade, 
knows about the power of the “anvil 
chorus.” That is just one of the names 
which Washington lawyers, newspaper- 
men, Congressmen, and others give to a 
small coterie of Washington columnists 
and radio commentators who traditional- 
ly hew to a self-styled “liberal” line. 

There are other nicknames, consider- 
ably less polite. But the fact that there is 
such a group consistently hammering 
away at the reputations and the integrity 
of any public official who disagrees with 
them on administrative or regulatory 
policies is pretty well recognized among 
the less pleasant phenomena of everyday 
operations in the nation’s capital. 

It is a powerful group, armed with the 
resources of vast syndicate and network 
coverage, and the greatest facility and 
ingenuity in the use of the sneer, smear, 
innuendoes, and invective. It is common- 
ly rumored that some officials have been 
known to bargain for personal immunity 
from this ordeal by paying tribute in the 
form of “pipeline information” which 
can be exclusively peddled by the col- 
umnists as “inside stuff.” Others stay as 
far away as they can from the firing dead- 
lines, But few can afford to talk back, 
unless it be the President of the United 
States. (One member of the group has 
been repeatedly given White House 
recognition in the form of a short, ugly, 
four-lettered word.) 

Therefore, an article in the current 
(May) issue of Fortune magazine calling 
the turn on the systematic character as- 
sassination of some members of the Fed- 
eral Power Commission is as surprising 
as it is noteworthy. In an article entitled 
“Natural Gas and the Authoritarian 
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‘Liberals,’ ” by John Osborne, the shock- 
ing extent to which the independent 
regulatory processes of able and honest 
commissioners have been hatcheted by 
irresponsible commentary is fully un- 
veiled. 


iy is ironic that most of the members 
of this set are among those who cry 
the loudest about “McCarthyism,” which 
is generally assumed to mean character 
assassination against Liberals, or erst- 
while Liberals, with pink or red connec- 
tions. But, actually, the smear technique, 
which is probably as old as the human 
race, came to Washington in a big way 
in 1928. Harry Elmer Barnes, the his- 
torian, ascribes the origin of the “smear 
device” to “propaganda strategy per- 
fected by Charles Michelson . . . and 
extended by Joseph Goebbels . . . seek- 
ing to destroy the reputation of an op- 
ponent by associating him, however un- 
fairly, with some odious quality, attitude, 
policy, or personalities.” 

Osborne’s article sets out illustrated 
excerpts of columns by the following 
syndicated Washington pundits: Joseph 
and Stewart Alsop, Thomas L. Stokes, 
Robert S. Allen, Drew Pearson, and 
Lowell Mellett. It has been previously 
noted that many of the critical commen- 
tators on decisions or policies of the FPC 
seem to have such a community of con- 
tent as to suggest a common source. The 
nature of this technique of reverse 
“McCarthyism” is well known. 

But as an example of a hatchet job 
which might be called a slaughter of the 
innocents, consider the following passage 
quoted by Osborne from a Lowell Mellett 
column concerning a new appointee to 
the FPC. This appointee had not yet 
taken his oath of office nor performed a 
single act or uttered a single personal 
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comment, good, bad, or indifferent, 
which could lend itself to any legitimate 
interpretation whatever. The record of 
the new appointee, Dale E. Doty, was 
still a blank page as far as FPC was con- 
cerned when Mellett dropped this gem in 
his column : 


So the President settled on a less 
controversial figure, Dale E. Doty, As- 
sistant Secretary of the Interior in 
charge of land management. How 
strong a man Mr, Doty is remains to 
be seen. His chief, Secretary Chap- 
man, indorses him and that’s in his 
favor. The Kerr element accepts him 
and that raises a question. For the new 
commissioner, if he is disposed to fight 
for the public, will sooner or later find 
himself in a fight that isn’t fought for 
fun—not for fun, but for millions. 
(Fortune’s italics.) 


According to Osborne’s analysis in 
Fortune, this passage from Mellett is a 
fair specimen of the most pervasive and 
powerful cliché of our times—the as- 
sumption that the “public” and private 
possessors of property or dollars must 
always be at war and that every public 
official, from the President down, must 
take sides in this conflict for or against 
the public. It is never conceded that pub- 
lic interest and private interest can pos- 
sibly coincide or that an honest official 
can be for both at any one time on any 
one question. 


pe sketching the impact of this 
systematic sabotage on the indi- 
vidual members of the FPC, Osborne 
cites instances of Congressmen whose 
reputations have been unfairly blasted 
by the key-hole reporters with syndicated 
Washington bylines. Senator Robert S. 
Kerr is a millionaire who is still making 
money in oil and gas and is therefore 
damned out of hand as the personification 
of vested interests, even to the extent of 
having his name used as a tag label— 
“the Kerr element.” 

Speaker of the House Sam Rayburn 
and other southwestern Congressmen 
were represented as browbeating Presi- 
dent Truman into packing the FPC with 
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members who do as the gas industry 
wishes. The fact that a majority of both 
houses of Congress once passed the Kerr 
Bill, and that the President’s own ad- 
visers had given Kerr assurance that he 
would sign, was passed over lightly, if 
mentioned at all. Senator Lyndon John- 
son (Democrat, Texas) gives a wistful 
picture of what happens to a Congress- 
man who runs afoul of the hatchet 
columnists : 


When I am investigating military 
waste, for instance, I’m a big man in 
the columns, I’m a true liberal, a great 
friend of the people. But when I take 
a position in line with the biggest in- 
dustry in my state—when I take the 
position the people of my state want 
me to take—I’m through in the col- 
umns. I’m a reactionary, I’m a 
scoundrel who has sold out to the in- 
terests. 


In a further comment, which may 
flatter Washington’s “liberal” columnists 
and commentators but also explains their 
power, Johnson says, “Don’t think it’s 
not a serious matter for me. I’ve lost the 
best chance, maybe the only chance, I 
have to build up a good national reputa- 
tion and be something more than a 
Senator.” 


i points out that the very ex- 
istence of such regulatory agencies 
as the FPC is a form of recognition that 
public and private interests may be in 
conflict, and that in some fields and cir- 
cumstances the Federal government must 
provide a means of reconciling the two 
for the whole good. Once the means is 
provided, as with the FPC in the fields 
of electric power and natural gas trans- 
mission, only harm and misunderstand- 
ing result from the arbitrary and fal- 
lacious assumption that the reconciling 
agency must be wholly at the service of 
one interest or the other. Our society and 
its agencies of government rest upon the 
proposition that the public interest and 
the private interest not only are reconcil- 
able but may be identical. 

According to the Fortune article, prob- 
ably the hardest hit victim of the smear 
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gang is Commissioner Nelson Lee Smith, 
a former Dartmouth economics professor 
of impeccable reputation and recognized 
ability who honestly believes that the 
Natural Gas Act was not intended by 
Congress to give the FPC authority to 
regulate gas production—as the commis- 
sion decided itself (4 to 1) in the cele- 
brated Phillips Case. Speaking of Com- 
missioner Smith’s position, Osborne, in 
the Fortune article, states: 


... He was against that [exercise 
of control over gas producers] before 
the Kerr Bill or the Phillips Case was 
ever heard of; he is against it now. 
His reputation for honor and for in- 
dependence of thought and action is 
never questioned in any other con- 
nection. Yet he has been repeatedly 
accused of taking his position against 
regulation of field prices to accom- 
modate “the interests.” Why? Be- 
cause the “liberal” dogma about the 
FPC lays it down that no commis- 
sioner could conceivably agree with the 
oil-and-gas industry on this issue un- 
less he had been improperly influenced 
by the industry. The simple fact is that 
Smith happens to believe the Natural 
Gas Act forbids such an extension of 
FPC’s authority. Incidentally, in mat- 
ters that he is convinced the FPC has 
clear authority to regulate, Smith has 
been a tough regulator. 


THER members of the commission, 

Draper, Wimberly, and former 
Chairman Wallgren, had similar experi- 
ence in having their motives questioned 
and their reputations for personal and 
intellectual honesty brought under sus- 
picion by the concerted hammering of 
the anvil chorus. Only the present chair- 
man, Thomas C. Buchanan, who hap- 
pened to dissent and therefore agree with 
the “public” viewpoint, escaped criticism 
and even won praise for his undoubtedly 
sincere minority view. 

Likewise former Commissioner Olds, 
now laboring in an obscure job for the 
Interior Department in Boston, won the 
plaudits of the self-appointed liberal con- 
tingent. In this connection, Osborne 


pointed out that the decisive factor in the 
adverse Senate reaction to Olds reap- 
pointment was probably his change of 
mind about the Natural Gas Act. Be- 
fore 1947, Olds had joined other mem- 
bers of the commission in a statement 
that the FPC had no intention of trying 
to control independent producers’ prices. 
After that time, however, Olds concluded 
that the FPC should regulate such pro- 
duction and he accordingly decided that 
the law permitted the FPC to do so. 
Osborne stated on this point: 


This bald assertion of the adminis- 
trator’s right to read the law as he 
sees fit was too much for Senators who 
might otherwise have voted for Olds 
on his record as a brilliant regulator. 
Anyone who reads the hearings today 
must also sense the Senators’ feeling 
that they were dealing with a true 
authoritarian—a devoted Liberal, yes 
but a man whose assumptions of ex- 
clusive rightness were incompatible 
with the processes of government as 
the Senators saw them. 


T would appear from this frank anal- 
ysis of how the “liberal” mind works 
that the label of “McCarthyism” de- 
pends not so much on the methods used 
but the direction and ideological com- 
plexion of the victim. But in the field of 
regulation it is regrettable that such sys- 
tematic harassing of sincere and able of- 
ficials should threaten not only the ef- 
fectiveness of the commission and its 
reputation, but also act as a deterrent to 
the future recruiting of qualified regula- 
tors. 

Another disturbing factor suggested 
by Osborne is the possibility that influ- 
ence peddlers and “five per centers” may 
be entering the field of regulation. Cynical 
Washington gossip, ranging from inti- 
mate Georgetown soirées to the Statler 
cocktail sessions, has it that the surest 
way to get a pipeline certificate is to hire, 
as lawyer, an ex-New Deal brain truster. 
Such stories hardly enhance the confi- 
dence which we should have in the fair- 
ness of the regulatory processes. 

—F. X. W. 
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WHAT OTHERS THINK 


Flood Control on the Missouri 


Hk disastrous flood in the Missouri 

valley has brought forth a flurry of 
editorial comment throughout the coun- 
try and the usual demand from several 
sources for some sort of valley authority 
similar to TVA. The St. Louis Post- 
Dispatch lamented the fact that the Ten- 
nessee valley, and not the Missouri val- 
ley, had been chosen “for the great ex- 
periment in integrated management of 
water resources undertaken by Congress 
under the TVA two decades ago.” The 
relief of human distress should be the 
first consideration, said the Post-Dis- 
patch, “but crowding it close is the neces- 
sity for pushing as hard as possible for 
every conceivable improvement in the 
way flood-control measures are planned, 
integrated, and executed.” The St. 
Louis paper declared itself in general 
agreement with President Truman’s 
proposal to turn over responsibility for 
flood control from the Army Engineers 
to the Interior Department. Declining 
to discuss the pros and cons of this 
change, the paper added: 


When there is a change of any kind 
in the responsibility for flood control 
it should be only as a means to the one 
inevitable end—a valley-wide adminis- 
tration of the Missouri river and its 
assets and liabilities. 

It is time to lay a sound basis for 
stopping floods and saving soil and 
harnessing water power for construc- 
tive use as was done nearly twenty 
years ago in the Tennessee valley. 

There is nothing President Tru- 
man can do for his own part of the 
country and his home people that 
should give him as much satisfaction 
as advancing this great cause. 


HE (Louisville, Kentucky) Courier- 
, Journal was even more forceful in 
its demand for an MVA. “Now in its 
most destructive flood,” cried the 
Courier-Journal, “the Missouri river 
mocks by its roaring a record of neglect, 
of divided authority, of economic con- 
flict, and of rivalry for power between 
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agencies of the government.” The paper 
gave its wholehearted support to the 
Hoover Commission recommendations 
that flood-control responsibilities be cen- 
tralized in one department, and advised 
the creation of a new department merg- 
ing civil functions of the Army Engi- 
neers and the Bureau of Reclamation, to 
be called the Department of Public 
Works, or Department of Natural Re- 
sources. Noting the ever-present opposi- 
tion to such proposals from pork-barrel 
enthusiasts in Congress, the editorial 
remarked : 


. . . when something of this consoli- 
dated effort is proposed, as in the 
Roosevelt and later the Truman idea 
for a Missouri Valley Authority, po- 
litical hell breaks loose. Friends of 
private power as opposed to public 
power enterprises like the TVA rush 
in to cry “Socialism” and “bureauc- 
racy.” 

And Old Man Missouri river keeps 
rolling along in taunting flood every 
year at this season, the most important 
season to farmers, when crops must be 
started. It keeps chewing up fertility 
and leaving behind more and more 
naked land. 


) Oo ete the trials and tribulations of 

residents of the Missouri valley got 
little sympathy from the Chicago Tribune 
and its Washington, D. C., sister, the 
Times-Herald. Admitting that it may be 
“cruelly pointless to tell a man who has 
just lost all his worldly goods that it is his 
own fault,” such is the case, according to 
the Times-Herald. Living by the river is 
a gamble, said the paper, and “anyone 
who has lived four seasons near such a 
river should know enough to keep away 
from it.” 

“River bottom land is usually rich 
land. Farmers will risk floods in order 
to cultivate it, knowing that even if they 
lose every other crop, they gain in the 
long run. But then engineering idiots 
organized in levee districts began build- 
ing to keep the river out and assure 
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crops every year. Naturally the rivers 
rose higher and higher, until they topped 
the levees. 

“The United States has wasted bil- 
lions of dollars on phony flood-control 
schemes. Only one thing is necessary to 
solve the flood problem. That is to give 
the river back its channel and old flood 
plains. If people want to build on them, 
or farm them, let them do so at their own 
risk, and not expect the government to 
bail them out, literally and financially, 
when the river takes over.” 


HE Missouri river, warns the 
Times-Herald, does not gamble. 
Foolish men may move closer and closer 
to its banks, restricting its flow for their 
own selfish purposes, “but sooner or later 
it takes back its own.” 
The Truman administration is pres- 
ently plugging the Pick-Sloan plan, 
which one commentator calls an “expen- 


sive two-headed monster born of a shot- 
gun wedding between the Army Corps 
of Engineers and the Interior Depart- 
ment’s Bureau of Reclamation.” The 
two agencies were bitter rivals in efforts 
to get congressional authorization for 
their respective plans until 1944 when 
they joined forces in the face of a pro- 
posal to have the entire program handled 
by an independent Missouri Valley Au- 
thority similar to TVA. The Hoover 
Commission reported that the “com- 
promise” in no sense represented an in- 
tegrated development plan for the basin 
and warned that “agreement between the 
two agencies may be more costly to the 
public than disagreement.” 

President Truman has blamed an 
economy-minded Congress for the fact 
that the Missouri river is still out of 
hand, although more than one billion 
dollars already has been spent on the 
Pick-Sloan plan. 





Conservation of Natural Gas Resources 


ACED with a “runaway market” in 

the demand for natural gas, the 
United States has been urged to adopt a 
more conservative viewpoint in prolong- 
ing its resources. The advice was given 
at the Mid-West Gas Association con- 
vention at Minneapolis by John C. Doer- 
fer, chairman of the Wisconsin Public 
Service Commission. 

The policies toward solving this prob- 
lem which may be adopted by the states, 
Doerfer said, depend to a great extent 
on the policies of the national govern- 
ment, other state governments, and the 
producers of natural gas. 

“We know we are dealing with a de- 
pleting asset,” he said. “Even with new 
discoveries of substantial reserves, grow- 
ing demands may neutralize any possibil- 
ity of addition to our long-term esti- 
mates.”” Doerfer warned a war might well 
accelerate the demand and that the petro- 
chemical industry, now in its infancy, 
may make substantial increases in the 
demand. He called on Congress, state 
legislatures, state and Federal commis- 
sions, and the gas industry to give se- 


rious thought to eliminating waste in the 
fields and uneconomical uses in consum- 
ing markets until the danger of war is 
past or until the belief that new discov- 
eries will keep abreast of present demands 
is realized. 

Doerfer declared that millions of cubic 
feet of gas are wasted daily. In Okla- 
homa, alone, he said, more than 200,- 
000,000 cubic feet of “tail gas” in connec- 
tion with oil production are discarded 
daily. , 


NOTHER means of conservation, he 
pointed out, would be for consum- 
ing states to adopt selective or preferred 
use policies. They could also deny or dis- 
courage natural gas use by those indus- 
tries which, but for a favorable price dif- 
ferential, could easily substitute coal to 
meet their fuel requirements. 

Doerfer opposes, however, any method 
involving the raising of prices to the con- 
sumer beyond a reasonable return to the 
distributing company as a means of 
carrying eut a conservation or a selec- 
tive use policy. 


MAY 22, 1952 714 





— 


— = — Fo Pw 


The March of 
Events 


In General 


Roanoke Review Granted 


fore Evectric & Power Com- 
PANY may halt its preliminary work 
on its Roanoke Rapids, North Carolina, 
hydroelectric plant until the U. S. Su- 
preme Court rules in the controversy 
between the company and the Secretary 
of the Interior. The high Court on May 
5th decided that it would review the case, 
which means that the project will be de- 
layed until this fall. The Court docketed 
the hearing for the term which begins on 
October 6th. 

Jack G. Holtzclaw, president of Vepco, 
said the company may find it advisable 
to suspend operations at the site of the 
$27,000,000 dam on the Roanoke river 
until the high Court decides whether the 
permit granted the company by the Fed- 
eral Power Commission shall stand. 

Secretary Chapman of the Interior 
Department has challenged the right of 
FPC to grant the company permission to 
build the huge dam and has insisted that 
it should be built by the government. 


The AEC and Taxes 


_—_ tax officials protested to Con- 
gress late last month about a Supreme 
Court decision that makes 
Energy Commission contractors 
mune from state and local taxes. 

Dixwell Pierce, secretary of the Cali- 
fornia State Board of Equalization, 
presented the states’ cases before the 
Joint Congressional Atomic Energy 
Committee. He was a spokesman for a 
committee of the National Association of 
Tax Administrators. Other committee 
members represented Colorado, Con- 
necticut, Indiana, North Carolina, Ten- 
nessee, and Maryland. 


Atomic 
im- 
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Pierce said the Supreme Court, in a 
decision handed down in January, made 
an “erroneous” interpretation of the in- 
tent of Congress when it passed the 
Atomic Energy Act. He said Congress 
did not intend the contractors who work 
for the commission should be immune. 
He asked that Congress act to eliminate 
the confusion. 

The governors of Illinois and Nevada 
also have protested the Court’s ruling. 


New Rate Schedules Filed with 
FPC 


H. Harcrove, president, Texas 

e Eastern Transmission Corpora- 
tion, announced in Washington, D. C., 
on May Ist that the company had filed 
with the Federal Power Commission new 
rate schedules for gas sales to its utility 
and municipal customers calling for the 
first increase in rates since the company 
began operations in 1947. 

Hargrove stated that the increased 
rates were necessary in order to meet 
substantial increases in the cost of op- 
erations, particularly in the cost of the 
gas which the company purchases, and 
that these new rates are required to as- 
sure the company’s customers continued 
adequate and reliable service. The new 
rates are estimated to yield approximate- 
ly $42,000,000 of additional revenue in 
1953. 

Manufacturers Light & Heat Com- 
pany, Pittsburgh, Pennsylvania, sub- 
sequently asked the FPC for authority to 
increase the rates it charges other public 
utilities for its services by $1,750,000 an- 
nually. Charles E. Bennett, Manufac- 
turers’ president, said that the new rates 
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filed by Texas Eastern Transmission 
Corporation will increase Manufacturers’ 
gas costs by more than $3,000,000 a year. 

“The proposed increase by Texas 
Eastern is in addition to the $2,000,000 
annual increase already asked by other 


southwest suppliers. Other factors than 
the increase in the gas purchase price 
necessitates Manufacturers to raise its 
rates, Bennett said. He added that in- 
stallation all up and down the line had 
vastly increased the company’s costs. 


California 


Seeks FPC Permit 


HE Sacramento Municipal Utility 

District recently asked the Federal 
Power Commission for a preliminary 
permit on a proposed hydroelectric de- 
velopment in Eldorado county, Cali- 
fornia. 


The development would be located on 
the Rubicon river and its tributaries, 
Silver Creek, and the south fork of the 
American river and its tributaries, The 
district plans to distribute the power 
within its territory through its presently 
owned and operated distribution system. 


Connecticut 


Files New Rate Schedules 


yb Hartford Electric Light Com- 
pany on May Ist filed with the state 
public utilities commission new sched- 
ules calling for an increase in electric 
rates to its customers. Subject to ap- 
proval of the commission, the rates would 
go into effect on July Ist. 

This is the first general rate increase 
by the company in more than thirty 
years, and is required because present 
rates are inadequate to meet increased 
costs of doing business, the company 
stated. 


The new rates will mean an increase 
of less than 3 cents per day for the aver- 
age household customer, who uses about 
152 kilowatt hours per month (exclusive 
of water heating). For thousands of cus- 
tomers who use less electricity, the 
increase will be smaller than that and for 
the larger users it will be somewhat 
greater, it was said. 

The proposed increase for the domestic 
business includes an adjustment for in- 
crease in the cost of fuel from the time 
the present domestic rates were filed to 
the present. 


District of Columbia 


Electric Rate Increase Upheld 


$2,600,000 electric rate increase, 
opposed by the Capital Transit 
mpany, was upheld early this month 
by District Judge Alexander Holtzoff. 
The rate hike means little to ordinary 
Washington consumers, since it has been 
in effect since April 20, 1951. Under the 
new rates, the average housewife has 
been paying approximately 19 cents more 
per month than she did under the old 
schedule. 
Capital Transit, the U. S. government, 
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and Herbert P. Leeman, a civic leader, 
fought the hike. Leeman and the gov- 
ernment consolidated their claims with 
that of the transit company and the lat- 
ter carried on the fight. 

The transit company objected because 
23.1 per cent, or $230,000, was allocated 
as its share of the burden. Capital Transit 
also complained that in fixing the rates 
the public utilities commission considered 
the metropolitan area as a whole. The 
company argued that the price it should 
pay should have been determined upon 
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the cost of supplying current in each 
jurisdiction in which it operates. 


Senate Calls Transit Hearing 


HE Senate Interstate Commerce 

Committee recently scheduled public 
hearings for May 21st and 22nd on 
greater Washington’s “terrific public 
transportation problem.” 

Testimony has been invited on resolu- 
tion by Senator Edwin C. Johnson 
(Democrat, Colorado), the committee 
chairman, authorizing near-by Mary- 
land, Virginia, and the District to enter 
into a compact for unified regulation of 
public transportation in greater Wash- 


ington and also on a bill providing for 
an Interstate Commerce Commission in- 
vestigation of area transit service and 
fares. 

Asked if officials of Capital Transit 
Company will be asked to testify, John- 
son, who has criticized the firm severely, 
replied, “If Capital Transit wants to 
come, we will be more than glad to hear 
from them, but it is not my present in- 
tention to invite them.” 

A full-scale investigation of the Capi- 
tal Transit Company was recommended 
several months ago by a member of the 
House District Committee. The probe 
was turned over toa Public Utilities sub- 
committee. 


Illinois 


Home Heating Gas Services 
Revised 


‘Ea state commerce commission re- 
cently set up a number of regulations 
for the sale of gas for residential space 
heating. The regulations were included 
in an order which denied a petition of 
the Public Service Company of Northern 
Illinois to increase the volume of gas 
sales to industrial customers. 

The new commission procedures on 
residential space-heating service are: 

1. A space-heating customer may 
transfer his service after twelve months 
of use from one premise to another, pro- 
viding the utility is relieved of obligation 
to furnish service to the premises vacated. 

2. Public Service is required to main- 
tain three lists of persons requesting 
residential space-heating service. They 


are: Those who have requested gas for 
existing residences, new residences, and 
projects. All requests must be made in 
writing. The commission set up a ratio 
system for deciding how many customers 
in each category could obtain the fuel. 

3. All authorizations for space heating 
will terminate if a person, so instructed 
to install a new service, does not notify 
Public Service Company in writing with- 
in thirty days whether he intends to use 
such service. 

4. Period of space-heating installation 
is extended from six to twelve months 
after the customer has accepted the 
utility’s authorization. 

The record showed that the company 
as of April 1, 1952, had 54,000 requests 
pending for space-heating service and 
that additional applications are being re- 
ceived at a rate of 4,000 per month. 


Massachusetts 


Bill Held Unconstitutional 


oP state supreme judicial court in 
a ruling given to the Massachusetts 
house recently, stated that a bill to dis- 
allow the hearing of new evidence in 
appeals from decisions of the state de- 
partment of public utilities is unconsti- 
tutional. 
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The measure is before the state legis- 
lature again this year for passage and 
arises from a case in which the depart- 
ment of public utilities was overturned 
by the court and higher rates were 
granted the Lowell Gas Company. The 
bill was recommended by the department. 

The decision against it was unanimous. 
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The opinion said the general court may 
constitutionally enact legislation pro- 
viding that the supreme judicial court 
could not hear any evidence except that, 
“in order to afford the complete review 
of law and fact which is constitutionally 
necessary where issues of constitutional 
right are involved, such legislation must 
leave in the court, in such cases, full au- 
thority to see to it that, by remanding 
the case to the commission or otherwise, 
the court can require the commission to 


hear and report all pertinent evidence, 
and that this authority must extend to 
new evidence necessary to bring the proof 
as nearly as reasonably possible down to 
the date of the final decision.” 

The opinion also stated that the bill, 
in its present form, would be unconsti- 
tutional for the reason that it would de- 
prive the court of all power to determine 
the facts in cases involving questions of 
confiscation or of denial of constitutional 
rights. 


New Jersey 


Sign Electrical Workers’ 
Contract 


ONE-YEAR contract providing for a 

74 per cent general wage increase 

was signed recently by Public Service 
Electric & Gas Company and the AFL 


System Council, bargaining agent for the 
company’s 4,500 electrical and allied 
workers. 

The company and the union came to 
terms after a 12-hour meeting. The con- 
tract between the company and the union 
expired May Ist. 


Pennsylvania 


Asks End of Rate Boost 
Suspension Order 


ye NATURAL GAs CoMPANY early 
this month petitioned the state public 
utility commission to withdraw immedi- 
ately its suspension order affecting new 
gas rates sought by the company. 

The new rate schedule, calling for a 
13 per cent increase to residential and 
commercial customers of Peoples in 13 


counties of western Pennsylvania, was 
applied for last October 15th and was 
suspended by the commission for six 
months on December 15, 1951. 

Additional revenue sought by Peoples 
would amount to $2,709,000 annually. 
A fourth hearing by the state commission 
on the original request for rate increases 
was set tentatively for the latter part of 
this month. ~ 


Virginia 


Gas Rates Increased 


1G users of gas in Lynchburg will 

have to pay higher rates beginning 
June Ist. Residential users, however, 
will pay no more for gas for cooking, 
water heating, and refrigeration. 

The state corporation commission on 
May 4th granted increases to the Lynch- 
burg Gas Company for consumption in 
excess of 5,000 cubic feet per month. The 
new rate will affect 1,500 of the com- 
pany’s 8,915 customers. 
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Commission staff investigators verified 
that the new rates would give the com- 
pany an additional $27,000 in revenue 
from the sale of gas over the $667,450 in 
1951. They estimated the proposed in- 
creases would give the company a rate 
of return of 6.88 per cent on investment. 
In 1951 the rate of return was 7.14 per 
cent, but because of increased costs, the 
investigators said, the old rates would 
have produced only an estimated 5.90 
per cent rate of return this year. 


718 





Progress of Regulation 


Court Considers Relationship between Rate Base and 
Method of Fixing Return 


HE Kentucky Court of Appeals af- 

firmed a lower court order which 
had denied a telephone company’s chal- 
lenge to a commission order granting a 
portion of its rate increase application 
and denying the balance. 

One of the primary contentions of the 
company was that the commission, in 
fixing a rate base, did not give due con- 
sideration to cost of reproduction as a 
going concern. The company “invited” 
the court to enter into a detailed ex- 
amination of the theories of developing 
a rate base. 

The court declined to consider the 
question of a rate base. It pointed out 
that the company was seeking approval 
of a specific schedule of rates designed to 
produce additional income estimated at a 
specific amount. The rates approved by 
the commission denied the company 
about $87,000 of the amount requested. 
The commission’s figures were based on 
a 6 per cent return allowance while the 
company sought a 7.2 per cent return. 
The difference between a return at 7.2 
per cent and a return of 6 per cent on 
the rate base found by the commission 
was substantially equal to the portion of 
the requested increase which the com- 
mission refused to grant. 

From this the court concluded that the 
actual controversy in the case pertained 
to the rate of return and not the rate 
base. The court commented : 


Of course it will be argued that a 
higher rate base, with a 6 per cent rate 
of return, would have supported the 
full increase in rates sought by the 
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company, and therefore the rate base 
is in controversy. The fallacy in that 
argument is that it assumes the rate of 
return should remain the same regard- 
less of the method or formula used in 
determining the rate base. 


The court spoke of the policy in vari- 
ous jurisdictions of adopting a lower rate 
of return with a reproduction cost rate 
base than that used with original cost. 
This policy, the court said, does not nec- 
essarily reflect an effort to minimize the 
effect to be given reproduction cost but 
rather is based upon a recognition that 
different standards of measuring a rate 
of return must be used with different 
rate bases. 

With a reproduction cost rate base, 
the court continued, a rate of return 
should be equal to that generally being 
made at the same time in the same area 
on investment in other business under- 
takings which are attended by corre- 
sponding risks and uncertainties. With 
an original cost rate base which is re- 
lated to the capital structure of the com- 
pany, the cost of capital test is used to 
determine a reasonable return, 

As further proof that the standard 
used in measuring a return allowance 
must vary with the formula employed in 
fixing a rate base, the court showed that 
the requested 7.2 per cent return on the 
requested reproduction cost rate base 
would produce about twice as much 
money as the company asked for. 

Having disposed of the valuation ques- 
tion, the court proceeded to consider the 
return determined by the commission. 
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The company contended that since no 
evidence other than that offered by its 
witnesses had been presented, the com- 
mission was obliged to accept its figures. 

The court answered this argument by 
pointing out that the commission is not 
obliged to accept the opinion evidence of 
witnesses as to fair return but may take 
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judicial notice of the prevailing money 
market, business conditions generally, 
the standards as to rate of return exist- 
ing with relation to utilities throughout 
the country, and the financial history and 
capital structure of the company. Citizens 
Teleph. Co. v. Public Service Commis- 
sion, March 21, 1952. 


Related Businesses Held to Be Separate Customers 


‘ corporations organized for the 
purpose of operating two coal mines 
and operating the businesses separately, 
but with the same officers and stockhold- 
ers, were considered, by the Kentucky 
Court of Appeals, to be separate custom- 
ers of an electric company within the 
commission rule requiring that each cus- 
tomer have a separate meter. 


& 
Temporary Rate Reduction Ordered 
ee Illinois commission, upon find- 


ing that earnings of Iowa-Illinois 
Gas & Electric Company are “so exces- 
sive that a temporary order reducing the 
earnings” is necessary and in the public 
interest, required a reduction of “only 
such an amount as is clearly warranted 
pending the completion of its investiga- 
tion.” Net income, according to the com- 
mission, had resulted in a return of 8.341 
per cent while, in the opinion of the com- 
mission, a net income yielding a 6 per 
cent rate of return marked the top limit 
required for a reasonable return. 
The commission compared rates of re- 
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The companies had been enjoying 
combined metering in order to obtain an 
over-all lower rate. This, the court said, 
is the real vice that the commission rule 
seeks to prevent, because the practice re- 
sorted to, if allowed to spread, would 
tend to destroy rate standards. Stoker 
Coal Co., Inc. et al. v. Public Service 
Commission, 245 SW2d 601. 


turn of other major gas and electric com- 
panies in Illinois and found that this 
company’s current rate of return exceed- 
ed the rate of return of other companies 
by percentages ranging from 26.71 per 
cent above Central Illinois Light Com- 
pany to 90.53 per cent above Common- 
wealth Edison Company. Part of the 
disparity between these rates of return 
was accounted for by the fact that all of 
the companies except Iowa-Illinois had 
agreed to a voluntary reduction in rates 
in 1946. Illinois Commerce Commission 
v. Iowa-Illinois Gas & Electric Co. 
39639, April 10, 1952. 


Hearing Unnecessary on Application for 
Authority to Issue Securities 


eb Florida commission, which re- 
cently was given statutory jurisdic- 
tion over gas and electric companies, has 
adopted rules and regulations governing 
the disposition of applications for author- 
ity to issue securities. The commission 
decided that a hearing was not necessary 
in every such case, 

Shortly after the commission obtained 
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jurisdiction, it passed upon two such ap- 
plications. In each of these cases it is- 
sued public notice and held a hearing be- 
fore entering its final order. When a 
third application was filed, the commis- 
sion concluded that the authority sought 
was compatible with the public interest 
and should be granted without a public 
hearing. 
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However, counsel for interested un- 
derwriters claimed that since the com- 
mission had conducted hearings on the 
first two applications and had adopted 
no rule by which it could take final action 
without a hearing, it should conduct a 
hearing in this case. The commission 
said that in some instances a hearing may 
be appropriate, while in others it is un- 
necessary and serves only to retard final 
disposition of the application. But it 
concluded that some rule was necessary. 
The commission ruled that each appli- 
cation should be considered separately 
and on its merits. 


A rule was adopted providing that, 
after preliminary study of an application 
for authority, and the submission of ad- 
ditional information, if requested or re- 
quired, and investigation when neces- 
sary, the commission should take final 
action either upon an examination of the 
record or after public notice and hearing, 
whichever might be appropriate in the 
premises. 

It said such a rule was considered 
fair and reasonable. Re Adoption of 
Rules and Regulations of Applications of 
Public Utilities, Docket No, 3526-EGU, 
Order No. 1779, March 18, 1952. 


i 


Reproduction Cost Denied Approval in Fixing Rate Base 


sy Illinois commission authorized 
increased rates in a smaller amount 
than claimed by a water company. A re- 
turn in excess of 6 per cent was disap- 
proved, and rates expected to produce a 
return of about 5.25 per cent on net book 
value were approved. The commission 
noted that after deducting interest on 
bonds, dividends on preferred stock, and 
miscellaneous interest requirements, the 
balance of income wouid provide a return 
of about 10.2 per cent on common stock 
capital and surplus. 

An inventory and appraisal of prop- 
erty on the basis of 1950 prices and 1940 
prices had been presented. The commis- 
sion believed that appraisals of all 
physically existing materials at a pre- 
sumed cost in place as new, including ob- 
solete steam pumps and associated 
equipment claimed useful as stand-by, 
less an estimated deduction for deprecia- 
tion recognized by the appraiser, are far 
from helpful in arriving at a satisfactory 
valuation in rate proceedings. The com- 
mission continued : 


The property here has ben assem- 
bled over a long period of time, has 


been engineered to meet changed con- 


e 


ditions and circumstances, and has 
been altered and modified from time 
to time during the life of the property 
to meet changed operating conditions. 
It would be illogical to assume even 
for rate-making purposes that the 
plant would be reproduced exactly as 
it now exists. Appraisals such as the 
one here presented produce arbitrary 
figures and the depreciation deduc- 
tion does not provide evidence as to 
“value.” 


Since customers’ advances for con- 
struction are subject to refund only as 
facilities covered by such advances are 
used by more customers and pending the 
improvement in revenues from such fa- 
cilities, the company pays no interest on 
these advances. Therefore, the full 
amount of such advances, according to 
the commission, should be deducted in 
determining a rate base. 

A claim for approximately 2 per cent 
of book cost of depreciable property for 
annual depreciation expense was called 
excessive and a rate of 1.5 per cent was 
allowed. Re Northern Illinois Water 
Corp. 39448, March 27, 1952. 


Commission Will Not Adopt “Dog in the Manger” Attitude 


, ee Colorado commission, in author- 
izing an intrastate air carrier to 
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suspend service to an airport on intra- 
state flights, considered the fact that the 
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Civil Aeronautics Board had required 
the carrier to discontinue service to the 
airport on intrastate flights. 

The commission referred to the mat- 
ter as a “conflict in jurisdiction.” The 
CAB had authorized service to two com- 
munities, about forty miles apart, 
through a single airport. When the com- 
munities were unable to agree on a 
location for the field, the carrier served 
each community through its individual 
field. The service by the carrier to two 
fields while the location dispute was 
pending was “through sufferance and not 
through specific authority” of the board. 

The commission based its decision 


e 


principally on the practical difficulty of 
any other course. If its decision did not 
coincide with that of the CAB, the car- 
rier would be forced to violate either the 
board’s order or the commission’s order 
each time it sent a flight over the route 
in question. 

The commission acknowledged that it 
was jealous of its jurisdiction but indi- 
cated that it would not adopt a “dog in 
the manger” attitude and thereby en- 
danger the service of an airline render- 
ing an important public service. Re 
Frontier Airlines, Inc. Application No. 
11488, Decision No. 38235, March 6, 
1952. 


Telegraph Company Authorized to Abandon Intrastate 
Telephone Service 


say Colorado commission approved 
a telegraph company’s application 
for authority to abandon intrastate tele- 
phone service, notwithstanding protests 
that the type of personalized service ren- 
dered by the company was different from 
that rendered by the usual telephone 
utility and that it was a distinct asset to 
the business of its subscribers. 

The factors which the commission 
said should be considered when an exist- 
ing utility seeks to abandon service are: 
1. The financial condition of the operat- 
ing public utility; (2) if the operating 
condition is such that the public utility 
is rendering service at a loss, whether or 
not a rate increase would assist the com- 


pany; and (3) if abandonment is war- 
ranted, the availability of an adequate 
and satisfactory substitute service. 

The commission supported its decision 
in the matter by showing that abandon- 
ment of service would be to the advan- 
tage of the telegraph subscribers of the 
abandoning utility since they would no 
longer have to subsidize the company’s 
telephone operation and would be to the 
advantage of the subscribers of a com- 
peting telephone company because of the 
additional revenue which the company 
would receive from the added use of its 
facilities. Re Western Union Teleg. Co. 
Application No. 11475, Decision No. 
38248, March 7, 1952. 


7d 


Commission Order Establishing Water Rates Reflecting 
Local Taxes Reversed 


‘ee - supreme court of Missouri re- 
versed a commission order approv- 
ing rates which a water utility had filed 
in an attempt to adjust inequalities re- 
sulting from the fact that the utility’s 
costs of rendering service in some areas 
exceeded its costs in others because of 
local tax burdens. 

The court pointed out that the com- 
pany operated on a system-wide basis 
and that the commission had approved 
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rates and return on a system-wide basis. 
Both the company and the commission, 
the court continued, “are now in the 
anomalous position of disregarding the 
system basis and of treating the item of 
local taxes on a segregated municipal unit 
basis.” 

The court distinguished this case from 
other cases in which the imposition of 
taxes by certain cities within a utility’s 
service area was held to effect a dis- 
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crimination in rates which should be re- 
flected in the rates charged within the 
cities imposing the tax. In those cases, 
the court said, there was a complete val- 
ulation of all of the companies’ properties 
and a complete determination of rates 
and fair return. 

The court indicated that in any uni- 
form system of rates a certain amount of 
discrimination exists since, because of 
geography, population, or other factors, 
one area can be serviced more econom- 
ically than another. From this premise 
the court developed this argument: 


In short there is disparity in the 
former uniform system-wide rates and 
the discrimination is favorable, un- 


doubtedly to the more costly areas, and 
the taxes involved in this proceeding 
may or may not shift that unfavorable 
disparity ; from all that appears in this 
record the taxes may have equalized 
the previously existing inequalities. 
But if it does, it does not necessarily 
follow that the amount of the result- 
ing difference is precisely the amount 
of the tax, or that it exceeds the more 
favorable rate previously enjoyed by 
the more costly operational areas or, 
in short, that the discrimination is un- 
fair and unjust. 


State ex rel. City of St. Louis v. Public 
Service Commission et al, 245 SW2d 
851. 


Commission Lacks Power over Employee Facilities 


to Railroad Brotherhoods present- 
ed to the Indiana commission rules 
requiring railroad companies to provide 
certain facilities for employees. Adop- 
tion of the rules would have required 
the companies to maintain, at all termi- 
nals on running equipment, rooms 
equipped with wash basins, shower baths, 


and sanitary drinking water coolers. 
The commission ruled that it has no 
statutory power to approve and promul- 
gate such rules for the comfort and health 
of railroad employees. The proceeding 
was, therefore, dismissed. Re Regula- 
tions to Provide Facilities for Railroad 
Employees, No. 23344, April 4, 1952. 


2 


Holding Company’s Retention of Utility 
Securities Disapproved 


HE Securities and Exchange Com- 

mission ruled that Electric Bond 
and Share Company could not be re- 
lieved of its earlier commitment to dis- 
pose of its holdings of common stock of 
United Gas Corporation. The retention 
of the stock conflicted with all standards 
of § 10 of the Holding Company Act. 
The commission also decided that Bond 
and Share was not entitled to an exemp- 
tion from the act because of the exten- 
sive public utility operations of United 
Gas Corporation. 

A holding company’s acquisition of 
utility stock may not be approved if it 
is detrimental to the carrying out of the 
provisions of § 11 of the act. Bond and 
Share claimed that its stockholders 
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would derive substantial tax advantages 
from its holding of United Gas Corpora- 
tion’s stock. The commission held, how- 
ever, that tax benefits, in themselves, 
constitute no reason for permitting that 
which violates the statute. United Gas 
Corporation could maintain itself inde- 
pendently of the holding company, and 
Bond and Share performed no useful 
function and served no economic pur- 
pose with respect to it. Continued ex- 
istence as a holding company over the 
gas company would constitute an undue 
and unnecessary complexity within the 
meaning of § 11(b) (2) of the act. 

The acquisition would not tend toward 
the economic or efficient development of 
an integrated public utility system. Bond 
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and Share proposed to retain its holdings 
of Foreign Power, a holding company 
with foreign electric subsidiaries. The 
commission held that United Gas Cor- 
poration, a domestic gas utility, was in- 
capable of integration into any system 
including a company such as Foreign 
Power. 

The commission decided that Bond 
and Share was not “only incidentally a 
holding company” within the meaning of 
§ 3(a) (3) of the Holding Company Act. 
It also held that the exemption provided 
by § 3(a)(5) of the act was not avail- 
able since the holding company had a 
domestic utility subsidiary conducting 
extensive utility operations which were 
not merely incidental to the subsidiary’s 
nonutility business. The exemption 
would be detrimental to the public inter- 
est and the interest of investors or con- 
sumers, according to the commission. In 
denying the application for an exemp- 
tion under the act, the commission said: 


2 


We cannot find that the alleged 
benefits are sufficient to warrant a find- 
ing that the public interest or interest 
of investors or consumers with which 
the act is concerned is not adversely 
affected by Bond and Share’s program 
which, as has been stated, defeats the 
basic policy of the act. That the pro- 
gram will facilitate an investment proj- 
ect to the gain of Bond and Share and 
its stockholders does not satisfy the 
test expressed in the act that holding 
companies can continue only if their 
operation is restricted within a desig- 
nated ambit and conducted under pre- 
scribed conditions. This test, adopted 
as the principal measure to safeguard 
the public, investors, and consumers, 
would not be met under Bond and 
Share’s proposals. 


Re Electric Bond & Share Co. File Nos. 
54-127, 59-12, 59-3, 70-1806, Release 
No. 11004, February 6, 1952. 


Extended Area Telephone Service Ordered for 
Adjacent Area 


HE Wisconsin commission ordered 

a telephone company to furnish 
switched line service to a company serv- 
ing an adjoining area in view of a pre- 
dominant community of interest between 
the two territories. A large majority of 
the residents in an area served by a small 
company had a use for direct service to 
the area served by the larger company. 
However, since there was some demand 
for the small company’s service, the 
commission deemed it undesirable to 
order the discontinuance of existing serv- 
ice. To authorize one company to ex- 
tend direct service to the adjacent area 
would result in a duplication of telephone 
facilities by two different companies. 
The commission considered this unde- 
sirable. ; 

The commission set forth certain gen- 
eral principles which it proposed to fol- 
low in telephone extension cases. It 
pointed out that exchange areas, as they 
exist today, are the products of historical 
development. Although an exchange 
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area is not unalterable, it should consist 
of a natural economic unit of such terri- 
tory as will be conducive to the best in- 
terests of both the public and the utility. 

The commission believes that ex- 
change boundaries, no matter how estab- 
lished in the past, cannot remain fixed 
indefinitely in the face of population and 
economic changes within and adjacent to 
the exchange boundaries. It said that a 
desire on the part of a few subscribers to 
avoid toll charges where the service is 
generally adequate should not be consid- 
ered adequate reason, of itself, to change 
boundaries which have previously been 
established in the interest of the majority 
of customers of both utilities concerned. 

In discussing the general principles of 
regulation affecting exchange boundaries, 
the commission reviewed the various ar- 
rangements for meeting associated prob- 
lems. One such arrangement is foreign 
exchange service. However, it believes 
that under no circumstances does for- 
eign exchange service constitute a sub- 
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stitute for direct service where a proper 
showing of public interest supports the 
necessity for shifting exchange boundary 
lines. 

It does not consider that the status 
of such boundary lines is in any way af- 
fected by the filing of foreign exchange 
rates, although it does provide a new 
medium of meeting service needs in cer- 
tain cases without consideration of ad- 
justment of boundaries. 

The commission believes foreign ex- 
change service is not properly applicable 
where service is available from two or 
more telephone companies. Where one 
company has undertaken to serve outside 
its exchange boundary, it should con- 
tinue to do so at its regular rates. In 
such a case foreign exchange rates may 
not be substituted for such service to ex- 
isting subscribers. The company should 
not be allowed to retrench by substitut- 


e 


Other Important Rulings 
ie granting a judgment in favor of a 


railroad in its action to recover switch- 
ing charges from a paper company, the 
United States District Court pointed out 
that since the railroad’s filed tariffs did 
not permit it to absorb these charges, the 
railroad could not do so even if some of 
its agents neglected to collect them. 
Louisville & N. R. Co. v. St. Regis Paper 
Co. 102F Supp 713. 


The West Virginia Supreme Court of 
Appeals dismissed an appeal by inter- 
veners from a commission order granting 
increased water rates where their right 
to appeal was based only upon the ques- 
tion of the right to intervene, because the 
commission had permitted such parties 
to intervene and the question was moot. 
Swartz et al. v. Public Service Commis- 
sion et al. 68 SE2d 493. 


The Georgia commission held that, in 
determining a fair rate of return, income 
tax expense is a proper charge to opera- 
tions. Re Chickamauga Teleph. Co. File 
a" Docket No. 297-U, March 
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ing foreign exchange rates for its regu- 
lar rates. 

The commission believes that it has 
the authority to require the filing of a 
foreign exchange rate where it will en- 
able the utilities involved to furnish the 
reasonably adequate service. In some 
cases failure to file such a rate may re- 
sult in the commission’s authorizing an 
invasion of territory which otherwise 
could be avoided. 

The commission believes that there 
has been a failure in the state to realize 
the advantages offered by the furnishing 
of extended area service. It believes that 
such service should be established only 
where a substantial majority of the sub- 
scribers in an adjacent community de- 
sire it. It does not generally favor ex- 
tended area service on an optional basis. 
Wichman et al. v. Wood County Teleph. 
Co. et al. 2-U-3476, March 14, 1952. 


The supreme court of Utah upheld a 
commission order denying a railroad’s 
application for authority to discontinue 
an agency station, except for two months 
of the year, and an order compelling the 
railroad to maintain the station for the 
winter months of each year, where the 
revenue derived from such operation was 
substantial and the station was located in 
a desolate area more than 20 miles and 
50 miles, respectively, from the nearest 
agency stations. Los Angeles & S. L. R. 
Co. v. Public Service Commission, 240 
P2d 493. 


The United States Court of Appeals 
held that if two tariff rates apply to goods 
shipped in interstate commerce and there 
is no contest about the reasonableness of 
either rate, and the tariffs contain no 
technical words or phrases employed in a 
peculiar meaning, the question is not 
primarily one for the Interstate Com- 
merce Commission but is a judicial ques- 
tion over which the court has jurisdiction 
in the first instance. Bernstein Bros. 
Pipe & Machinery Co. v. Denver 
& R.G. W. R. Co. 193 F2d 441. 
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The Idaho Supreme Court, in affirm- 
ing a lower court judgment requiring 
the buyers of a motor carrier business 
who had defaulted on their payments, to 
join with the sellers in applying to the 
commission for a retransfer of an operat- 
ing permit, ruled that the provisions in 
the contract relating to surrender of per- 
mits and equipment implied an agree- 
ment on the part of the buyer to do every- 
thing required to effect a complete re- 
transfer. Shipman v. Kloppenburg, 240 
P2d 1151. 


An air carrier’s petition for a partial 
lifting of a suspension of its letter of 
registration, which indicated that it had 
made arrangements to borrow a sum of 
money necessary to its operating success- 
fully, was denied by the Civil Aeronau- 
tics Board, because the statement in the 


petition with regard to the repayment 
term of the loan was too indefinite to as- 
sure the board that the carrier would 
have earned sufficient profits for operat- 
ing expenses before having to repay the 
loan. Re New England Air Express, 
Docket No. 5182, March 31, 1952. 


The supreme court of Iowa held that a 
commission order requiring a railroad to 
construct an expensive mechanical warn- 
ing light device at a crossing was unrea- 
sonable where the railroad had provided 
a flagman at the crossing and had re- 
quired trains to stop before entering, be- 
cause all that a railroad can be required 
to do is to make a crossing reasonably 
safe for the traveling public, and it is not 
required to adopt the most expensive 
method of achieving that result. Chicago, 
R.1I.&P.R.Co.v. Long, 51 NW2d 135. 
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OREGON PUBLIC UTILITIES COMMISSIONER 


Re Pacific Telephone & Telegraph 
Company 


U-F-1614, P.U.C. Oregon Order No. 28971 
January 11, 1952 


yeti: of increased rates filed by telephone company; 
company ordered to file rates permitting bona fide increase. 


Valuation, § 299.1 — Working capital — Taxes. 
1. No working capital allowance was permitted a telephone company which 
had an adequate surplus of working cash available to it at all times by virtue 
of accruals for the payment of Federal income taxes, p. 4. 

Return, § 111 — Telephones. 
2. A rate of return of 74 per cent on the fair value of telephone property 
was not considered fair, just, or reasonable to the company’s subscribers, 
p. 4 

Return, § 111 — Telephones. 
3. A telephone company’s rate of return of 5.6 per cent on the fair value 
of its property used and useful in rendering public service was considered 
fair, just, and reasonable, p. 4. 

Apportionment, § 7 — Telephone property, revenues, and expenses — Separations 

manual. 

4. The separation of the property, revenues, and expenses of a telephone 
company on the basis of the NARUC Separations Manual, as modified in 
1951, was adopted as being the best presently available method of separation, 
p. 5. 

tates, § 565 — Telephones — Public coin boxes. 
5. A telephone company in need of additional revenue was directed to in- 
crease its rate for public coin-boxes from 5 to 10 cents per call, p. 5. 
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HELTzEL, Commissioner: This 
matter came on to be heard, pursuant 
to notice duly given, at Salem, Oregon, 
on September 24 and November 13, 
14, 15, 16, 19, and 21, 1951, before 
George H. Flagg, Commissioner, and 
Wallace G. Mills, Assistant Attorney 
General, sitting as examiner. 

The following appearances were 
made: Richard Devers, Attorney, 
Portland (Hart, Spencer, McCulloch, 
Rockwood & Davies), in behalf of 
the applicant; Eugene E. Laird, Spe- 
cial Assistant Attorney General, 
Salem, and Robert R. Hollis, Assist- 
ant Attorney General, Salem, in be- 
half of Public Utilities Commissioner 
of Oregon; Miss Marian C. Rushing, 
Chief Deputy City Attorney, Portland, 
Fred L. Peterson, Commissioner of 
Public Utilities, Portland, and Fulton 
Y. Magill, Consultant, Sumner, Wash- 
ington, in behalf of the city of Port- 
land; H. R. Kaiser, Technical Ob- 
server, Corvallis, in behalf of Order 
Repeatermen and Toll Testboardmen ; 
E. O. Johnson, Delegate, St. Helens, 
in behalf of Bachelor Flat Telephone 
Association; E. A. Lindholm, Del- 
egate, St. Helens, in behalf of Yank- 
ton Telephone Association. 


Nature and History of Proceeding 


This is a rate investigation brought 
pursuant to § 112-4, 134, O.C.L.A. 

On August 8, 1951, the Pacific Tel- 
ephone and Telegraph Company, here- 
inafter referred to as “Pacific,” filed 
revised tariffs under Advice No. 331. 
The filed tariffs adjust basic exchange 
rates and other exchange rates and 
charges, together with certain adjust- 
ments in rates for intrastate message 
toll telephone and TWX services in 
the state of Oregon. The proposed ad- 
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justments were designed to increase 
the gross annual intrastate revenue of 
Pacific in Oregon in the amount of 
approximately $5,188,000 and were 
designed to effect an increase in the 
intrastate net operating income of Pa- 
cific of approximately $2,429,000. 

By P.U.C. Oregon Order No. 
28007, issued and effective September 
4, 1951, the filed tariffs were suspend- 
ed pending investigation and hearing 
for a period not to exceed six months. 
Said order further fixed the time and 
place of hearing for Monday, Septem- 
ber 24, 1951, at Salem, Oregon. Said 
order further amended the Rules of 
Practice and Procedure of the Com- 
missioner to permit Pacific to submit 
evidence at the hearing by affidavit 
pertaining to certain phases of its 
operations, the persons making the af- 
fidavits to be made available for cross- 
examination where desired by any 
party to the proceeding. This notice 
of hearing was given to all interested 
parties, as well as to a substantial por- 
tion of the public. The matter came 
on for hearing at the time and place 
fixed by the aforementioned order. 


By agreement of all parties entering 
appearances, Pacific adduced evidence 
in support of its filed tariffs without 
cross-examination on the part of other 
parties except for matters of clarifica- 
tion. At the close of the evidence 
adduced by Pacific, the matter was re- 
cessed until November 13, 1951, to 
allow the preparation of cross-exam- 
ination and the preparation of evidence 
by other parties to the proceeding. Be- 
ginning on Nevember 13, 1951, after 
some additional testimony was put into 
the record by Pacific, the witnesses of 
Pacific were subjected to cross-exam- 
ination. Thereafter, parties to the 
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RE PACIFIC TELEPH. & TELEG. CO. 


proceeding other than Pacific adduced 
evidence. Oral arguments were made 
at the close of the hearing. After due 
consideration of the evidence, the law 
and the arguments, the following is- 
sues, findings of fact, and order are 
made and entered : 


Issues Involved 


Heretofore a rate of return has been 
allowed on a rate base consisting of 
average telephone plant devoted to 
public use, less average depreciation 
reserve, with the addition of working 
capital consisting of the average ma- 
terials and supplies and one-eighteenth 
of annual operating expenses exclud- 
ing depreciation and taxes. The com- 
pany contends that a return should be 
allowed on this same rate base in the 
instant proceeding. The city of Port- 
land, on the other hand, contends that 
no allowance should be made for work- 
ing cash for the reason that working 
cash has not been supplied by the in- 
vestors in the securities of Pacific and 
should therefore not be considered in 
the determination of the rate base. 


Pacific contends that it needs addi- 
tional revenues because of the increase 
in the cost of labor and an increase 
in Federal corporate income tax from 
47 per cent to 52 per cent. 

Pacific further contends that it 
should be allowed to earn a rate of re- 
turn of approximately 7} per cent for 
the reason that the cost of capital has 
increased to such an extent that com- 
mon stock issues of Pacific must be 
made more attractive to prospective 
investors in order to enable the com- 
pany to continue to raise equity capital 
for necessary development of the facil- 
ities of the company. The present 


rate of return allowed by the Com- 
missioner is 54 per cent. 

The position of Pacific as to separa- 
tion between interstate and _ intra- 
state is founded upon the Separations 
Manual, as amended by the action of 
the Federal Communications Commis- 
sion, the Bell System, and the Nation- 
al Association of Railroad and Util- 
ities Commissioners at the convention 
of the NARUC at Charleston, South 
Carolina, in October, 1951. The com- 
pany further made some separation 
adjustments which differ materially 
from those made by the American Tel- 
ephone and Telegraph Company fol- 
lowing the aforementioned agreed up- 
on separation procedure. The city of 
Portland contends that separation 
should be made upon the basis of ap- 
plying a deterency factor which it con- 
tends occurs when a toll charge is 
placed upon the use of a telephone. 


Findings of Fact 


Pacific is a California corporation 
incorporated December 31, 1906, with 
its principal place of business in San 
Francisco and is a public utility under 
Oregon law, as defined in § 112-401, 
O.C.L.A., and is subject to the juris- 
diction of the Public Utilities Com- 


missioner of Oregon. It owns and op- 
erates a telephone system situated in 
the states of California, Oregon, and 
Washington and part of the state of 
Idaho, furnishing both intrastate and 
interstate service. A wholly owned 
subsidiary of Pacific renders telephone 
service in the state of Nevada. 

Pacific is one of twenty-two asso- 
ciated companies of the Bell System. 
The Bell System furnishes telephone 
service on a nation-wide basis through 
the medium of exchanges intercon- 
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nected by toll circuits. Through this 
association, independent companies 
and the Long Lines Department of the 
American Telephone and Telegraph 
Company, hereinafter referred to as 
American, extends interstate toll serv- 
ice to its patrons on a nation-wide ba- 
sis. 

Since the formation of Pacific, 
American has controlled it through 
stock ownership. American holds ap- 
proximately 90 per cent of the com- 
mon shares of Pacific. 

[1] As to the inclusion of working 
capital in the rate base, it is found that 
materials and supplies represents in- 
vested capital. However, as to work- 
ing cash, it is found that no actual 
working cash exists except as repre- 
sented by accruals on the books of the 
company. It is further found that an 
adequate surplus of working cash is at 


all times available to the company. by 
virtue of accruals for the payment of 


Federal income taxes. It is found, 
therefore, that working cash should 
not be included in the rate base of Pa- 
cific for rate-making purposes. 


[2,3] As heretofore pointed out. 
Pacific contends that it needs a rate of 
return of 74 per cent. This contention 
is based upon a premise that because 
of postwar expansion the ratio of 
equity to borrowed capital has become 
unfavorable from a standpoint of the 
financial soundness of the company. 
Immediately subsequent to World War 
II the capital obligations of Pacific 
consisted of 20.9 per cent debt capital, 
excluding surplus, and 79.1 per cent 
equity capital, excluding surplus. The 
present capital structure of the com- 
pany consists of approximately 44 per 
cent debt capital and 56 per cent equity 
capital. It is contended by Pacific 
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that in order to attract more equity 
capital it is necessary that the company 
earn a rate of return of approximately 
7} per cent so as to bring the earnings 
per share to provide for approximately 
$7.50 to $8 per share in dividends with 
approximately $4 per share for sur- 
plus. In other words, it is the con- 
tention of Pacific that its rates should 
be increased in order to increase the 
value of its common stock at the ex- 
pense of the ratepayers. 

It is found that Pacific is controlled 
by the American Telephone and Tel- 
egraph Company through stock own- 
ership and that American has consis- 
tently subscribed to approximately % 
per cent of all stock issues of Pacific. 
Pacific has not seen fit to go to the 
general public to secure equity capital. 


It is further found that only ap- 
proximately 10 per cent of the rev- 
enues of Pacific are derived from its 
Oregon operations and that even if 
a 74 per cent rate of return was al- 
lowed in Oregon, the over-all rate to 
the company would be increased by 
only about two-tenths of one per cent 
and the earnings per share of stock 
would increase only about 42 cents. It 
is obvious that the allowances of a 
74 per cent rate of return in the state 
of Oregon would not materially affect 
the ability of the company to secure 
equity capital. In a recent decision 
of the California Public Utilities Com- 
mission, Pacific was allowed a rate oi 
return of 5.6 per cent on property used 
and useful in rendering telephone serv- 
ice in the state of California. By rea- 
son of the fact that approximately 76 
per cent of the revenues of Pacific are 
derived from its operations in the state 
of California, the action of the Cal- 
ifornia Commission is largely deter- 
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minative of the earnings position of the 
company as a whole. It is true, and 
it is found, that the cost of securing 
capital has increased since the issuance 
of P.U.C. Oregon Order No. 22180. 
However, a rate of return of 5.6 per 
cent is ample to cover the increased 
cost of capital. It is found, therefore, 
that a rate of return of 7} per cent on 
the fair value of the property of Pacific 
devoted to public service in the state 
of Oregon is neither fair nor just nor 
reasonable. It is further found that a 


rate of return of 5.6 per cent on the 
fair value of the property of Pacific 
used and useful in rendering public 
service in the state of Oregon is fair, 
just, and reasonable. 


[4] As to methods of separation, 
it is found that separation should be 
on a nation-wide basis and should not 
be attempted piecemeal by the regula- 
tory agencies of various states. This 
fact was recognized by the city of 
Portland itself. Likewise, the adjust- 
ments made by Pacific, in so far as they 
differ from those made by the Bell Sys- 
tem, which have been checked and ver- 
ified by the NARUC and FCC sub- 
committee on separations procedure 
are found as not meeting the test of 
accuracy and uniformity required. It 
is found, therefore, that the separation 
of property and of revenues and of ex- 
penses on the basis of the Separations 
Manual, as modified by the action tak- 
en at the NARUC convention of 1951 
at Charleston, should be and is accept- 
ed and adopted as being the best pres- 
ently available method of separation. 
It is not to be inferred from this find- 
ing that this method of separation is 
considered to be adequate or any- 
where near adequate, but only that it is 
the best method presently available. 


It is found that the operating ex- 
penses of Pacific have increased due to 
a series of wage increases. It is fur- 
ther found that the increase in Federal 
corporate income taxes from 47 per 
cent to 52 per cent has,resulted in a 
situation where Pacific requires more 
gross revenue in order to receive an 
adequate net revenue after taxes. As 
long as taxes are based on income the 
ratepayer will suffer from any in- 
creased level of taxes. Although the 
tax is levied against Pacific it is the 
ratepayers of Pacific who are required 
to foot the bill under the present tax 
structure. 

In order that the company may earn 
a rate of return of 5.6 per cent on 
a rate base consisting of average tel- 
ephone plant devoted to public use, 
less average depreciation reserve, with 
the addition of working capital con- 
sisting of the average materials and 
supplies only, and using the method of 
separations heretofore described as 
being the Manual of Separations mod- 
ified by the “Charleston compromise,” 
the company will require additional 
gross revenues before Federal income 
tax and other percentage charges of 
$853,441 which will give additional 
net revenue after Federal income tax 
and other percentage charges of $400,- 
264. 

[5] It is found that the methods 
employed in the compilation of tariffs 
under Advice No. 331 are appropriate. 
It is particularly pointed out that the 
rates for public coin boxes should be 
increased from 5 cents to 10 cents. 


ORDER 
It is ordered that the tariffs as filed 
by The Pacific Telephone and Tel- 
egraph Company under its Advice No. 
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331 on August 8, 1951, to become ef- 
fective September 8, 1951, be and the 
same are hereby permanently suspend- 
ed. 

It is further ordered that The Pacific 
Telephone and Telegraph Company 
shall file with the Public Utilities Com- 
missioner of Oregon, subject to his 
approval, revised rates to reflect gen- 
eral increases that will bring about an 
additional gross annual revenue to the 
company of not more than $853,441. 

It is further ordered that, as a por- 
tion of this increase, semipublic coin- 
box service and public coin-box service 
charges shall be increased from 5 cents 


to 10 cents to become effective as 
quickly as the company can obtain 
and install proper equipment, this in- 
crease to provide the company with an 
estimated annual revenue of $334.- 
000. 

It is further ordered that the re- 
maining portion of the increase, but 
not to exceed $519,441 annually, shall 
be covered by the filing of acceptable 
tariffs with the Public Utilities Com- 
missioner of Oregon, the tariffs to be- 
come effective with billings to be issued 
on and after March 1, 1952, and the 
tariffs to be filed not later than Febru- 
ary 15, 1952. 





FLORIDA RAILROAD AND PUBLIC UTILITIES COMMISSION 


Re Santa Fe Telephone Company 
Incorporated et al. 


Docket Nos. 3415-TP, 3416-TP 
Order No. 1744 
December 27, 1951 


PPLICATION for authority to sell telephone facilities and fran- 
A chises to another telephone company and for approval of 
selling company’s discontinuance of service in the area involved; 
sale approved but service abandonment by selling company denied 

except upon subscriber's request. 


Service, § 215 — 


Discontinuance — Necessity of Commission authorization. 


1. A telephone company may not abandon service without Commission 
authorization, although it does not need Commission authorization to furnish 


service, p. 7. 


Consolidation, merger, and sale, § 6 — Commission jurisdiction — Transfer of 


telephone properties. 


2. The Commission has jurisdiction over a telephone company’s sale of part 
of its properties and franchises to another telephone company, p. 8. 


Service, § 58 — Jurisdiction of Commission — Abandonment of service — Cus- 


tomer preference. 


3. The Commission does not have jurisdiction to authorize one public utility 
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RE SANTA FE TELEPH. CO. 


to discontinue serving satisfied customers for the sole purpose of allowing 
another utility to serve such subscribers, p. 8. 


APPEARANCES: J. Emory Cross, 
Gainesville, represented Santa Fe 
Telephone Company, Inc.; Winston 
E. Arnow, Gainesville, represented 
B. J. Alderman, W. D. Klinepeter, 
and other subscribers to Southern Bell 
Service in the area who protested the 
application and demanded that South- 
ern Bell continue to serve them; 
Graham W. George, Atlanta, Georgia, 
and Harold B. Wahl, Jacksonville, 
represented Southern Bell Telephone 
and Telegraph Company; Lewis W. 
Petteway, the Commission’s general 
counsel, and Wilkins Linhart of the 
Commission’s communication depart- 
ment, represented the Commission’s 
staff. 


Santa Fe 


By the CoMmMISssION : 
Telephone Company, Inc., and South- 
ern Bell Telephone and Telegraph 
Company have each filed applications 


with the Commission, consolidated 
for hearing, wherein they seek approv- 
al of a contract for the sale and trans- 
fer by Southern Bell to Santa Fe of 
certain telephone plant, franchises and 
other property rights located within 
parts of Alachua, Clay, Putnam, 
Bradford, and Marion counties, Flor- 
ida, and seek authority for Southern 
Bell to abandon and discontinue cer- 
tain telephone service and mainte- 
nance thereof in said area upon the 
consummation of said sale and trans- 
fer; and Santa Fe seeks authority to 
continue in said area that certain 
telephone service which Southern Bell 
proposes to sell and transfer to it. 
[1] Santa Fe or any other tele- 
phone company has the right under 


the laws of Florida to engage in tele- 
phone service outside of an incorpo- 
rated municipality without any affirm- 
ative action from this Commission. 
It may serve a municipality under 
franchise granted by the municipality. 
So Santa Fe needs no authority from 
this Commission to serve the area in 
question. 

On the other hand, under the laws 
of Florida Southern Bell may not 
abandon the telephone service which 
it is now giving in this area without 
the permission of this Commission. 
The Commission took jurisdiction to 
determine whether it was in the public 
interest for Southern Bell to be 
allowed to withdraw service and dis- 
continue maintenance of its plant in 
this area. 

A group of subscribers in the area 
involved, who are now receiving serv- 
ice from Southern Bell, appeared in 
person and through counsel at the 
hearing to protest the application. It 
was their position that they were sat- 
isfied with Southern Bell service; that 
they did not want Southern Bell serv- 
ice to be withdrawn and Santa Fe 
service substituted; and that the ap- 
plication should be denied. 

Southern Bell stated its position to 
be that it had made the contract with 
Santa Fe based on Santa Fe’s definite 
assurance that this was what the peo- 
ple in the area wanted ; that, however, 
the contract specifically provided that 
it was subject to affirmative approval 
by the Commission; that Southern 
Bell felt that it was not itself in a 
position to decide the question of pub- 
lic interest ; that the question of public 
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interest was a function and preroga- 
tive of, and one to be decided by, the 
Commission. 

Santa Fe put on testimony through 
its officials that it has obtained a loan 
from Rural Electrification Adminis- 
tration and taken some preliminary 
steps toward inaugurating service. 

Introduced in evidence were the 
charter and bylaws of Santa Fe, as 
well as promotional booklet used by 
Santa Fe in raising the equity capital 
required by the terms of the REA 
loan. While there was testimony that 
under certain circumstances individ- 
uals would be allowed to get service 
without becoming subscribers, there 
is no question but that under the char- 
ter and bylaws and REA regulations 
that there is a very definite limit to 
the number of individuals who can 


get Santa Fe service without subscrib- 
ing for stock, becoming members of 
the corporation, and subject to the by- 


laws and regulations thereof. More- 
over, the policy of Santa Fe is indi- 
cated by the fact that to date, except 
for one minister, no individual has 
been allowed to subscribe for service 
without becoming a member. 

[2] At the close of Santa Fe’s tes- 
timony the protestants moved to dis- 
miss the applications. The motion al- 
leged lack of jurisdiction in the Com- 
mission, but the Commission finds 
that it does have jurisdiction on the 
question of Southern Bell being al- 
lowed to withdraw from service. The 
protestants further moved to dismiss 
the applications on the ground that 
it had not been shown that it is in the 
public interest for Southern Bell to 
withdraw service from the area when 
its subscribers in the area object, say 
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they are satisfied with Southern Bell 
service, and want it continued. 

Section 610.03, among _ other 
things, provides that a corporation 
organized or doing business under the 
Laws of Florida shall have power to 
sell and convey all its property rights, 
privileges, franchises, easements, right 
of ways, and all other property or 
property rights it may possess or use 
provided, however, if said corporation 
is under the jurisdiction of the Rail- 
road Commission, said sale shall be 
consented to and approved by said 
Commission. While this statute is 
intended to cover the sale of the entire 
property of a corporation and seeks 
primarily to protect minority stock- 
holders, nevertheless, the Commission 
probably has jurisdiction under this 
statute to approve or disapprove the 
type of sale which is the subject mat- 
ter of this proceeding. 

[3] From the evidence adduced in 
this case, the Commission finds that 
Santa Fe Telephone Company, Inc., is 
preparing to render telephone service 
in a large area to persons who present- 
ly do not enjoy this convenient and 
necessary service. The Commission 
further finds that there is a great pub- 
lic need for the communication service 
which Santa Fe proposes to render; 
however, no showing has been made 
in this proceeding which would justify 
the Commission in authorizing South- 
ern Bell Telephone and Telegraph 
Company to discontinue furnishing 
telephone service to its present sub- 
scribers in said area and this Commis- 
sion does not feel that it has the 
jurisdiction or the authority to auw- 
thorize one public utility to discon- 
tinue serving satisfied customers for 
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the sole purpose of allowing another 
utility to serve such subscribers. 

The Commission further finds that 
no reasonable grounds have _ been 
made to appear upon which the Com- 
mission could predicate a refusal to 
approve the sale of the physical prop- 
erties in the contract and agreement 
between the Santa Fe Telephone 
Company, Inc., and Southern Bell Tel- 
ephone and Telegraph Company 
which is made a part of the pleadings 
in this cause. On the contrary, the 
Commission finds that it would be in 
the public interest for the Commission 
to approve the sale of said properties, 
provided said sale does not make it 
impossible for Southern Bell to con- 
tinue serving its present subscribers 
in said territory who may desire said 
service. 

Now, therefore, in consideration 
thereof, it is ordered, adjudged, and 
decreed by the Florida Railroad and 
Public Utilities Commission _ that 
Santa Fe Telephone Company, Inc., 
has the right under the Laws of Flor- 
ida to engage in telephone service in 
the territory involved in this proceed- 
ing without any affirmative action 


from this Commission, subject, how- 
ever, to any municipal regulation that 
may be involved in said territory. 

It is further ordered that the appli- 
cation of Southern Bell Telephone 
and Telegraph Company to abandon 
the telephone service which it is now 
giving in said area be and the same is 
hereby denied, provided, however, 
said company may discontinue service 
to any individual subscriber in said 
territory upon the request of said sub- 
scriber. 

It is further ordered that Southern 
Bell Telephone and Telegraph Com- 
pany be and it is hereby authorized to 
sell to Santa Fe Telephone Company, 
Inc., so much of its telephone plant, 
franchises, and other property rights 
located within parts of Alachua, Clay, 
Putnam, Bradford, and Marion coun- 
ties, Florida, and being within the ter- 
ritory involved in this proceeding, as 
may not be required for the further 
rendition of telephone service to its 
present subscribers in said territory. 

It is further ordered that the mo- 
tion of protestants to dismiss the ap- 
plication be and the same is hereby 
denied. 





INDIANA PUBLIC SERVICE COMMISSION 


Re Avery Telephone Company 


Cause No. 23235 
January 3, 1952 


P 


approved. 


ETITION by telephone company for authority to increase rates; 


Return, § 112 — Telephones — Depreciation. 


1. Rates which would permit a telephone company to earn a return of 6 
per cent on its depreciated original cost, after a nominal rate of 3 per cent 
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had been applied for depreciation, were considered fair and reasonable, 


p. 11 


Discrimination, § 91 — Telephone rates — Preference to stockholders. 
2. A provision in a telephone tariff which allowed a stockholder a 25-cent 
discount was ordered discontinued where it gave the false impression that 
stockholders were receiving a discriminatory rate, whereas in reality stock- 
holders were required by the company’s bylaws to own their own instru- 
ments and were receiving only the preference which any subscriber who 
owned his own instrument would receive, p. 11. 


APPEARANCES: Hez Ostler, Presi- 
dent, Avery Telephone Company, 
Frankfort, and Warren S. Arman- 
trout, Secretary, Avery Telephone 
Company, Frankfort, for petitioner ; 
Lloyd C. Wampler, Assistant Public 
Counselor, for the public. 


By the Commission: On Novem- 
ber 28, 1951, the Avery Telephone 
Company, petitioner in the above-en- 
titled cause, requested the Public 
Service Commission of Indiana to au- 
thorize it to increase its rates for tele- 
phone service to subscribers attached 
to its exchange. 

Pursuant to notice of hearing duly 
published in two newspapers having 
general circulation and printed and 
published in Clinton county, Indiana, 
in the English language, ten days 
prior to date of hearing as prescribed 
by law, hearing was held in the rooms 
of the Commission, 401 State House, 
Indianapolis, Indiana, at 10 A. M., 
Monday, December 31, 1951. 

The petitioner appeared at the hear- 
ing without attorney, and the assistant 
public counselor, Mr. Lloyd C. 
Wampler, placed two of the officers on 
the witness stand and examined them 
regarding the matters set forth in their 
petition. 

Mr. Hez Ostler, president of the 
Avery Telephone Company, identi- 
fied the petition and testified that it 
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was the company’s desire to improve 
their service and that the cost of serv- 
ice has increased due to the cost of ma- 
terials and labor used in the operation 
of the plant. 

Mr. Warren S. Armantrout, secre- 
tary of the Avery Telephone Com- 
pany, was placed on the witness stand 
and testified as to Exhibit “A” at- 
tached to the petition which set out 
the operating revenues and expenses 
for the years 1950 and 1951. 

Mr. Armantrout further testified 
that all expenditures were considered 
expenses and that the company did not 
keep a capital account. Exhibit “A” 
indicates that under this system of ac- 
counting the company’s expenses were 
$324.95 more than the revenues for 
the eleven months of 1951. 

A copy of the petition was intro- 
duced and received in the evidence 
and was marked Petitioner’s Exhibit 
No. 1. 

The public counselor then placed on 
the witness stand for the public, Mr. 
W. F. Pyle, an engineer for the Pub- 
lic Service Commission. Mr. Pyle 
testified that the estimated original 
cost of the petitioner’s property on 
December 1, 1951, was $18,301 and 
that the estimated original cost depre- 
ciated was $11,439 as of the same 
date. 

Mr. Pyle further testified that the 


10 





col 
str 
chz 
a | 
sys 
pol 
ma 
exh 
anc 
I 
wit 
an 
Cor 
of | 
tha 
up 
fere 
pen 
beet 
mot 
hav 
Nei 
allo 
low: 
inve 
h 
his 
for | 
scril 
the 
year 
pan’ 
ciati 
appt 
[: 
low 
ciate 
wou 
$68¢ 
per 
for 
estin 
wou 
per | 





RE AVERY TELEPH. CO. 


company was undergoing a_ recon- 
struction period in which they were 
changing their subscribers’ lines from 
a grounded system to a metallicized 
system. 

Mr. Pyle identified a written re- 
port, prepared by him which was 
marked Public’s Exhibit No. 1. This 
exhibit was received into the evidence 
and made a part of the record. 

Mr. Wampler also placed on the 
witness stand Mr. Benedict Koebel, 
an accountant for the Public Service 
Commission who identified his report 
of the accounting study and testified 
that if the company’s books were set 
up to include a plant account, the dif- 
ference between the revenues and ex- 
penses for the year 1950 would have 
been $470.02 and that for the eleven 
months of the year 1951 there would 
have been a difference of $77.31. 


Neither of these figures included an 
allowance for depreciation nor an al- 
lowance for a return on the capital 
invested in the enterprise. 


Mr. Koebel also indicated in one of 
his studies that if the increase asked 
for in the amount of 50 cents per sub- 
scriber was given, it would increase 
the petitioner’s revenues by $924 per 
year. This would mean that the com- 
pany would be earning, minus depre- 
ciation and an allowance for return, 
approximately $1,000 per year. 

[1] If the Commission should al- 
low a 6 per cent return on the depre- 
ciated original cost of $11,439, it 
would produce an annual amount of 
$686.34, and if a nominal rate of 3 
per cent were used for an allowance 
for depreciation applied against the 
estimated original cost of $18,141, it 
would produce an amount of $544.22 
per year. 


The two amounts added together 
would produce a total of $1,230.57. 

In view of the petitioner’s request 
for an increase in rates which would 
increase the revenues by approximate- 
ly $1,000, it would appear that peti- 
tioner’s request is reasonable. 

[2] It was brought up in the cross- 
examination of petitioner’s witness 
that there is a provision in the com- 
pany’s tariff that allows them to bill 
stockholders 25 cents less than the 
prevailing rate. It was also testified 
to that the stockholders, by reason of 
the bylaws, must necessarily own their 
own instruments and in view of the 
fact that the company’s tariff also in- 
cludes a credit of 25 cents for any sub- 
scriber who owns his own instrument, 
it would appear that the stockholders’ 
provision for a credit being set out in 
this tariff does not add to the tariff 
and gives a false impression that the 
stockholders are receiving a discrim- 
inatory rate. 

It is therefore the opinion of this 
Commission, and the Commission so 
finds that the increased rate of 50 
cents per telephone is justified and 
that the petitioner should be author- 
ized to place its rates in effect. 

The Commission is further of the 
opinion and finds that the provision 
for allowing a stockholder a 25-cent 
discount should be discontinued and 
that the stockholders should be treated 
as any other subscriber. 

It is therefore ordered by the Public 
Service Commission of Indiana that 
the Avery Telephone Company of 
Avery, Clinton county, Indiana, be 
authorized to increase its rates on 
January 7, 1952, by adding 50 cents 
to each tariff presently on file with this 
Commission. 
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It is further ordered that petitioner 
shall file with the tariff department of 
the Public Service Commission of In- 
diana their new tariff on or before 


the Avery Telephone Company shall 
pay within twenty days from the date 
of this order into the treasury of the 
state of Indiana through the secretary 


of this Commission the sum of $138.- 
02, said sum being itemized as fol- 
lows: 


January 7, 1952. 

It is further ordered that the peti- 
tioner delete from its tariff any and 
all phrases indicating that the stock- 
holders shall receive credit in their 
monthly rate by reason of being a 
stockholder. 

It is further ordered that petitioner, 
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Re Southern Bell Telephone & 
Telegraph Company 


Docket No. U-3177 
January 31, 1952 


APPLICATION for authority to increase intrastate telephone 
rates; emergency rate increase granted. 


auth 
of T 
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Apportionment, § 7 — Telephone properties — Separations Manual. 

1. Use of the Separations Manual, as amended and developed over a period 
of years through the joint efforts of the National Association of Railroad 
and Utilities Conwnissioners, the Federal Communications Commission, and 
representatives of the telephone industry generally, was considered reason- 
able for the purpose of separating the telephone company plant used and 
useful in both intrastate and interstate service, in order to fix intrastate 
rates, p. 14. 

Rates, § 152 — Reasonableness — Factors considered — Past and future conditions. 
2. The Commission, in fixing rates, must consider the facts of the past, 
with a view to future conditions, to enable it to judge the probable future 
effects of particular rates, p. 17. 


§ 630 — Emergency rates — Telephone company. 


3. A telephone company was granted an emergency rate increase of 10 per 
cent except on its farmer line stations and magneto exchanges, p. 17. 
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§ 565 — Telephone rates — Coin-box service. 

4. A telephone company being granted an emergency rate increase was 
allowed to increase the rate on coin-box or pay station facilities from 5 cents 
to 10 cents per local call, p. 17. 
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RE SOUTHERN BELL TELEPH. & TELEG. CO. 


3y the Commission: On May 24, 
1951, the Southern Bell Telephone and 
Telegraph Company filed with this 
Commission a petition seeking a revi- 
sion of the existing rates presently 
charged on its intrastate operation in 
the state of Tennessee, and further 
seeking an increase of the Tennessee 
intrastate rates and charges in effect 
at the time of the filing of this petition. 
The Southern Bell Telephone and 
Telegraph Company will hereinafter 
be referred to as “petitioner” or 
“company.” 

The rates which the petitioner is 
presently seeking to have revised are 
those which were fixed and made ef- 
fective by order of the Railroad and 
Public Utilities Commission of the 
state of Tennessee by its order dated 
May 24, 1950, in Docket No. U-2983, 
8+ PUR NS 65. 

The Southern Bell Telephone and 
Telegraph Company is a corporation 
organized and existing under the laws 
f the state of New York, and duly 
authorized to do business in the state 
of Tennessee, and at the present time 
is engaged in rendering telephone 
service in the state of Tennessee. It is 
the largest company engaged in the 
telephone business in the state of Ten- 
nessee, and at the date of the filing of 
the petition was serving approximately 
581,000 subscribers within the state. 


The increase sought by the petition- 
er in this cause which is Commission 


Docket No. U-3177 would have 
amounted to approximately $6,554,120 
in increased revenues to the company. 
After the filing of the petition by the 
company an order was issued by the 
Commission requiring the company 
to file exhibits which it proposed to 
use in support of its petition in the 


hearing, and the company duly filed 
said exhibits with some few excep- 
tions in advance of the hearing. The 
exhibits which were not filed at this 
time were filed at a later date by the 
company. This matter was set down 
for hearing by the Commission on 
August 20, 1951, and was begun on 
that date. The hearing continued 
through August 21, 1951, when the 
same was adjourned until October 2, 
1951; thereafter the hearing of this 
cause was resumed and finally closed 
after a subsequent adjournment on the 
30th day of November, 1951. 

The company in support of its peti- 
tion filed numerous and comprehen- 
sive exhibits as to all phases of its 
operation in the state of Tennessee and 
further filed exhibits covering its rela- 
tionship to the American Telephone 
and Telegraph Company and to the 
other related companies of the Bell 
System in the United States. 


Intrastate Rate Base 


The Commission by its order of 
May 24, 1950, in Docket No. U-2983, 
supra, established a rate base for the 
Southern Bell Telephone and Tele- 
graph Company operating within the 
state of Tennessee. This rate base 
was established as a result of the testi- 
mony and from all of the record in the 
case numbered Docket U-2983, supra. 
Many exhibits were offered by the 
company and much testimony was in- 
troduced into the record by the com- 
pany in the present case in which the 
company attempted to show that its 
revenues presently derived from its 
intrasate operations in Tennessee as a 
result of the aforesaid order in Docket 
No. U-2983, supra, were for the rea- 
sons hereinafter delineated insu cient 
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for the successful operation of the 
company, and give the company a fair 
rate of return on its investment used 
and useful in its intrastate service in 
Tennessee. The company in the pres- 
entation of its petition relied prima- 
rily on the following contentions and 
much proof was offered in support of 
same: 

1. That since the effective date of 
the Commission’s order in Docket No. 
U-2983, supra, which order author- 
ized certain rate increases to the com- 
pany, the basic wage rates paid to the 
company employees have increased 
approximately 12.3 per cent, which in- 
crease the company alleges cost it on 
an annualized basis an additional ex- 
pense of $1,800,000. 

2. That there has been a substan- 
tial increase in taxes of all kinds paid 
by the company since the effective date 
of the Commission’s order in Docket 
No. U-2983, heretofore mentioned, 
which increase the company estimates 
will be $2,158,000. 

3. That the prices of materials and 
supplies used in the business of ren- 
dering telephone service in Tennessee 
have substantially increased since the 
effective date of the order of the Com- 
mission in Docket No. U-2983 here- 
tofore mentioned. 

4. That the cost of procuring capi- 
tal needed in the operation and expan- 
sion of the company’s facilities in Ten- 
nessee had increased since the effective 
date of the order in Docket No. U- 
2983 heretofore mentioned. 

5. That due to investments in ex- 
pansion and more modern equipment 
the value of company’s properties in 
Tennessee had been increased by a 
substantial amount since the order in 
Docket No. U-2983, supra. 
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The company in support of its peti- 
tion in this cause offered numerous 
and comprehensive exhibits and much 
testimony touching upon every phase 
of its operation in Tennessee and in 
the Bell System as a whole with par- 
ticular emphasis on its Tennessee oper- 
ation. 

The company’s principal witnesses 
were subjected to a thorough and ex- 
haustive cross-examination by Com- 
mission counsel. The Commission 
then offered the testimony of experts 
not connected with the company con- 
cerning the subjects of depreciation 
and separations which were subjects 
introduced in the case by the company 
in support of its petition. These ex- 
perts having been furnished with the 
exhibits and testimony in support 
thereof by company witnesses made 
studies and analyses of said exhibits 
and testimony and then offered exhib- 
its and proof of their own concerning 
the same. 


Separations 


[1] It developed from the hearing 
that a great portion of the company’s 
plant in Tennessee is used and useful 
both in intrastate and interstate serv- 
ice and that to obtain operating results 
from these services separately it is 
necessary that extensive and exhaus- 


tive studies be made. The operating 
results figures submitted by the com- 
pany in this case are those which re- 
sulted from the application of separa- 
tion procedures which are set forth in 
a “Separations Manual’ filed as an 
exhibit to this record and explained 
and discussed by company witness, A. 
I. Groce. This manual has been devel- 
oped over a period of years through 
the joint efforts of the National Asso- 
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ciation of Railroad and Utilities Com- 
missioners, the Federal Communica- 
tions Commission, and _ representa- 
tives of the telephone industry gener- 
ally. The formula derived therefrom 
is a product of years of technical study. 
It has been in use on an experimental 
basis since its inception as recently as 
the meeting of the National Associa- 
tion of Railroad and Utilities Commis- 
sioners in Charleston, South Carolina, 
in October, 1951. This Separations 
Manual was revised so that its appli- 
cation to the company’s properties in 
the territory wherein it operates, as 
well as its application to all American 
Telephone and Telegraph subsidiary 
telephone companies in the Unit- 
ed States, would reduce the value of 
intrastate property and increase the 
value of interstate property, the effect 
of that amendment or change would 


put some $375,000 to $400,000 worth 


of Southern Bell Telephone and 
Telegraph Company’s properties in 
Tennessee, used and useful in intrastate 
services, in the interstate service prop- 
erties. The witness Honaker, who ap- 
peared on behalf of the state at the 
instance of this Commission, gave tes- 
timony on further changes in this Sep- 
arations Manual, which if proven to 
be correct would further reduce the 
rate base of the company in Tennessee 
by several hundred thousand dollars. 
The Commission is not entirely satis- 
fied with all of the results derived from 
the application of the Separations 
Manual, as amended, to the properties 
of the company, since it is a product of 
experience and compromise and is 
subject to further change and modifi- 
cation. It is a subject which is under 
continual study and while it does not 
appear to be perfect it appears to the 


Commission that it is a reasonable 
approach to the subject at the present 
time and produces for the most part 
reasonable results, as such results 
might be related to the order this Com- 
mission is now making in this case. 
It appears from the record and from 
the testimony of witnesses for the com- 
pany and other witnesses that there 
exists a need in the country as a whole 
for uniformity in the application of 
separations formule and that the 
Separations Manual and the proce- 
dures therein heretofore mentioned 
present a logical method of approach 
and have been widely used. 

At the different hearings on applica- 
tions of Southern Bell Telephone and 
Telegraph Company for rate increases 
it has been made known from the testi- 
mony and documentary evidence that 
the Long Lines Department of the 
parent company, American Telephone 
and Telegraph Company, operates the 
long lines out of Memphis, Tennessee, 
which is the largest city in the state of 
Tennessee, located in the extreme 
southwest corner of the state, and that 
by contract between Southern Bell 
Telephone and Telegraph Company 
and the Long Lines Department for 
the services rendered Southern Bell 
Telephone and Telegraph Company by 
the Long Lines Department, Southern 
Bell Telephone and Telegraph Com- 
pany is required to pay 40 cents for 
every intrastate toll message originat- 
ing in Memphis, Tennessee, and for 
all such other toll messages originat- 
ing in Memphis as Southern Bell Tele- 
phone and Telegraph Company is 
privileged to handle in accordance 
with the terms of said contract. 

The Commission has not been able 
to determine whether or not such 
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arrangement is a burden upon the in- 
trastate operations of Southern Bell 
Telephone and Telegraph Company 
within the state of Tennessee, and it 
desires to have other and further 
knowledge with respect to that con- 
tract, the revenues derived therefrom 
and the particular services and prop- 
erties furnished by each of the con- 
tracting parties therefor. 


Depreciation 


The company introduced into the 
record at this hearing numerous de- 
tailed exhibits and much proof was 
offered to explain these exhibits con- 
cerning the subject of depreciation of 
its depreciable properties used and 
useful in rendering telephone service 
in Tennessee. These company wit- 
nesses were subjected to a thorough 
cross-examination by Commission 
counsel and the exhibits offered by the 
company and proof offered by their 
witnesses in support thereof were 
studied by Commission counsel and 
staff and such questions, as were put, 
touched on and probed this subject. 


The witness Hansell, who appeared 
and testified for the state at the in- 
stance of the Commission, gave testi- 
mony rebutting that of the witnesses 
for the company and filed exhibits in 
explanation of his testimony which, 
if adopted in its entirety, would change 
the rates of depreciation used by the 
company and which it contends are the 
rates prescribed by the Federal Com- 
munications Commission. The Com- 
mission is not entirely satisfied that 
the rates of depreciation used by the 
company are in every respect correct, 
nor is the Commission prepared to 
agree in every instance with the 
amount of depreciation contended for 
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by this witness Hansell. In consid- 
ering this matter of depreciation, as it 
may relate to the order which the 
Commission is now making in this 
case, the Commission realizes that the 
rates used by the company’s witnesses 
as applied to its several classes of 
properties are the rates which the Fed- 
eral Communications Commission has 
established as proper to apply to the 
properties of the company, used and 
useful in interstate service and not 
finding it necessary for the purpose of 
this hearing and the order of the Com- 
mission at this time, and being of the 
opinion that the order will in no great 
way reflect any departure from the 
rates of depreciation heretofore con- 
sidered by this Commission as prop- 
erly related to the company’s prop- 
erties in Tennessee for intrastate 
purposes, is satisfied to leave undeter- 
mined any exact amount of deprecia- 
tion applicable to the company’s prop- 
erties in Tennessee. 

The Railroad and Public Utilities 
Commission Act of the state of Ten- 
nessee, which the Commission is 
charged with enforcing, declares in 
part that: 

“(c) Rates, etc., fixed.—After 
hearing upon notice, by order in writ- 
ing, to fix just and reasonable indi- 
vidual rates, joint rates, tolls, fares, 
charges, or schedules thereof, as well 
as commutation, mileage, and other 
special rates which shall be imposed, 
observed, and followed thereafter by 
any public utility as herein defined, 
whenever the Commission shall deter- 
mine any existing individual rate, joint 
rate, toll, fare, charge, or schedule 
thereof or commutation, mileage, or 
other special rates to be unjust, unrea- 
sonable, excessive, insufficient, or un- 
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justly discriminatory, or preferential, 
howsoever the same may have hereto- 
fore been fixed or established. 

“(d) Schedules of classifications 
and rates—To require every such 
public utility to file with it complete 
schedules of every classification em- 
ployed and of every individual or joint 
rate, toll, fare, or charge made or ex- 
acted by it for any product supplied or 
service rendered within this state as 
specified in such requirement. 

“(e) Standards, classifications, etc. 
—After hearing, by order in writing, 
to fix just and reasonable standards, 
classifications, regulations, practices, 
or services to be furnished, imposed, 
observed, and followed thereafter by 
any public utility.” (Williams Ten- 
nessee Code, Annotated, § 5450, Sub- 
sections c, d, and e.) 

[2] The Commission recognizes the 


fact that rate fixing is necessarily for 


the future. Exact results can never 
be foretold, and if rate regulation and 
rate fixing are to be based on some- 
thing more than a guess or a predic- 
tion the Commission must consider 
the facts of the past with a view to fu- 
ture conditions to enable it to judge 
the probable future effects of particu- 
lar rates. The Commission has given 
weight and consideration to the past 
experience of the company in arriving 
at a just and reasonable rate to be fixed 
and the Commission also has given 
consideration to all relevant changes 
in the operating factors now in exist- 
ence and those which can reasonably 
be foreseen from past experience of the 
company which were adduced at the 
hearing. 

[3,4] From a consideration of all 
of the foregoing and from a study 
and consideration of all of the record 


[2] 


in this cause the Commission is of 
the opinion that, with the exceptions 
hereinafter noted, an emergency in- 
crease of 10 per cent in the existing 
rates and charges on intrastate service 
rendered by the company in Tennes- 
see to be necessary to assure the com- 
pany a just and reasonable return on 
its properties devoted to the rendi- 
tion of intrastate telephone service in 
Tennessee. 

The Commission is further of the 
opinion that in applying the aforesaid 
10 per cent increase to the intrastate 
toll rates in Tennessee, the 10 per cent 
when applied will be the nearest 5 
cents and when the increase is 2} cents 
the rate shall be the next lowest 5 
cents. The overtime rate on station- 
to-station toll rates will be one-third 
of the initial period rate calculated to 
the next lowest 5 cents. The over- 
time rate on person-to-person toll 
rates will be one-third of the initial 
period rate to the next lowest 5 cents 
for the first three minutes of overtime, 
after which the overtime rate will re- 
vert to the overtime rate applicable to 
station-to-station calls. 

In applying the 10 per cent increase 
to local exchange service and equip- 
ment (except line mileage), where a 
rate falls between the multiples of 5 
cents, these rates of 2} cents or over 
shall be the next highest 5 cents. 
Where these rates are below 2} cents 
the rate shall be the next lowest 5 cents. 

The exceptions above referred to 
are as follows: 

1. There shall be no increase in the 
existing rates and charges made by 
the company for stations being served 
and designated as “farmer line sta- 
tions” and sometimes referred to as 
“service stations.” 
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2. There should be no increase in 
the local exchange rates and charges 
for local exchange service at the pres- 
ently operated magneto exchanges in 
Tennessee. 

It is recognized by the Commission 
that the company is entitled to a great- 
er return for the better types of serv- 
ice offered by the company, and it is, 
therefore, the opinion of the Commis- 
sion that at such time as the exchanges 
of the company presently designated as 
“magneto exchanges” shall be con- 
verted or changed to a modern and 
improved type of service that the com- 
pany should at that time be allowed 
to charge rates commensurate with its 
service and in line with and equal to 
the rates charged for similar types of 
service in comparable exchanges, and 
it is further the opinion of the Com- 
mission that the company should noti- 
fy the Commission of such conversions 
and file with the Commission tariffs in 
accordance with the above. 

3. The company has recently con- 
structed and established new exchang- 


es to serve certain towns and commu- 
nities within the state of Tennessee, 
and charges rates for this service 
which were established as a result of 
the filing of special tariffs. These 
tariffs have been approved by the 
Commission. The rates and charges 
heretofore mentioned for “main sta- 
tion service” established by said tar- 
iffs generally are higher than the 
other comparable exchanges within 
the state and the Commission is of the 
opinion that there should be no in- 
crease in these main station rates at 
this time. The exchanges above re- 
ferred to are (1) Decatur, Tennessee, 
(2) Huntland, Tennessee, and (3) 
Greenback, Tennessee. 

4. The Commission is of the opin- 
ion that the company should be per- 
mitted to make such changes as it 
deems necessary in order to increase 
the rate on “‘coin-box” or "pay sta- 
tion” facilities in Tennessee from the 
existing rate of 5 cents per local call 
to 10 cents per local call. 
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Re Community Public Service 


Company 


Case No. 348 
December 18, 1951 


PPLICATION by electric company for authority to increase 
l \ rates; application granted. 


Return, § 87 — Electric company. 


1. Proposed electric rates that would yield a return of 6.13 per cent were 
considered fair and reasonable, p. 21 
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Rates, § 303 — Fuel adjustment clause — Residential customers — Electric 


company. 


2. An electric company’s proposed fuel adjustment clause was approved 
in the case of industrial users but denied in the case of commercial or 


residential users, p. 21. 


Rates, § 321 — Electric — Company responsibility to reduce rates. 
Statement that although proposed electric rates were reasonable and the 
company served mountainous territory and sparsely settled communities, 
rates charged per kilowatt hour were disproportionately high compared to 
rates charged by other electric utilities and that the company should overlook 
no economies of operation and should endeavor to increase its load factor 
by leaving no steps untaken to increase the sale of energy, p. 21. 


By the Commission: The Com- 
munity Public Service Company 
(hereinafter called the company), a 
Delaware corporation and a public util- 
ity within the meaning of the Public 
Utility Act, Chap 84, Laws of 1941, 
and amendments thereto, filed an ap- 
propriate petition with the Commis- 
sion on October 22, 1951, in which 
petitioner seeks the requisite author- 
ity and approval of this Commission 
to place in effect new rate schedules 
in all communities served by the com- 
pany in New Mexico, that will provide 
for an increase of 10 per cent in elec- 
tric service charges for residential 
service and 15 per cent in electric 
service charges for commercial and 
industrial service, said increases to 
provide approximately $144,334.66 
additional annual revenues for their 
New Mexico operations, of which 
$67,611.59 is retained by the company 


and $76,723.07 is paid in income 


taxes. 

Pursuant to appropriate notice, 
formal hearing was held on Commu- 
nity Public Service Company’s peti- 
tion in Room 29, State Capitol build- 
ing, on November 26, 1951. 


APPEARANCES: N. R. Parsons, 


Vice President and Treasurer, Fort 
Worth, Texas; H. L. Stout, Vice 
President and Assistant Secretary, 
Fort Worth, Texas; Bennett L. 
Smith, Secretary and Attorney, Fort 
Worth, Texas; George Johnson, Di- 
vision Manager, Silver City, for the 
Company; Robert Fox, Consumers 
Counsel, Santa Fe, for the consumers; 
L. W. Leibrand, Chairman, F. Wayne 
Laws, Commissioner, Don R. Casa- 
Commissioner, E. F. Carter, 
Chief of Operations, and James B. 
Cooney, Assistant Attorney General, 
for the Commission. 

The petition of Community Public 
Service Company was predicated sole- 
ly upon what the company contends 
are the actual dollar needs to cover in- 
creases in cost of materials, labor, and 
increased taxes necessary to operate 
the system. 

Petitioner stated that no immediate 
additions or extensions of production 
facilities are contemplated in New 
Mexico, assuming peak load require- 
ments will be cared for without in- 
creasing system capacity. 


dos, 


Petitioner further contends that 
their present rate of return does not 
exceed 4.73 per cent and that with the 
increase requested it will not exceed 
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Petitioner also sets 
income upon 


6.13 per cent. 
forth that operating 


which the rate of return is based, is 
used to pay interest on first mortgage 


bonds, debentures, other interest, 
amortization accounts, and common 
stock dividends, and any remainder is 
plowed back into construction costs. 

Petitioner also sets forth that the 
increase in rates requested is not to 
bring the rate of return up to the rate 
of return allowable by regulatory au- 
thorities, but it is the hope of petitioner 
that the increase in revenues will make 
up at least part of the deficiencies in 
net revenues which they have suffered 
as a result of increased material costs, 
labor costs, and increased taxes. The 
approval requested of the Commission 
is for the very least amount which 
petitioner feels is necessary to main- 
tain the confidence of investors in the 
company. 

The Commission received formal 
written protest passed by the town 
Silver City, New Mexico, 
dated November 22, 1951, in which 
protest was made against the granting 
of the increase in electric rates re- 
quested for domestic, commercial, and 
industrial service. 

The Commission also received a 
written withdrawal of protest, passed 
by the town council of Silver City, 
New Mexico, dated November 24, 
1951, in which they withdrew the pro- 
test previously filed and consented to 
the proposed increase requested by 
petitioner. 


council, 


Community Public Service Com- 
pany presented three witnesses in sup- 
port of their petition. Mr. N. R. Par- 
sons, vice president and treasurer, pre- 
sented a general statement regarding 
their needs for additional revenues to 
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partially offset the increases in cost of 
materials, labor, and increased taxes 
necessary to operate the system. He 
also filed a written copy of his state- 
ment for review of the Commission, 
which gives a background of the com- 
pany’s history and development in 
New Mexico, including production 
facilities, transmission lines, commu- 
nities and territory served, including 
substations and distribution systems. 
He also elaborated on the company’s 
capital structure and its method of 
financing. He also explained what the 
company has done and was doing in 
the way of supplying a portion of the 
electric energy required by the Bureau 
of Reclamation to enable them to sup- 
ply electric energy to REA Co-opera- 
tives and municipalities with whom 
they have contracts for power supply. 
If it were not for the foresightedness 
of Community Public Service Com- 
pany and EI Paso Electric Company in 
installing adequate production plants 
from which the Bureau obtains their 
entire supply of power, they would not 
be able to carry out their contracts 
with the REA co-operatives and mu- 
nicipalities they presently serve. 

The substance of the testimony of 
Mr. Parsons was to the effect that the 
value of the electric plant and property 
in service within the state of New 
Mexico as of August 31, 1951, 
amounted to $5,175,263.49,- Accrued 
Reserve for Depreciation in the 
amount of $820,505.08, and Contri- 
butions in Aid of Construction amount- 
ing to $13,936.32, making an aggre- 
gate of $834,441.40, reducing total 
electric plant and property in service 
to the amount of $4,340,822.09. To 
this total the following items were 
added : 
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Allowance for Reproduction Cost, 
New .. eae 

Materials and Supplies ..... 
Prepayments Ke ered 
Working Capital . 


258,066.36 
117,931.98 
19,749.38 
77,980.86 


$473,728.58 


making total additions of .... 
giving a total value for rate base 
of $4,814,550.67. 


Mr. Parsons testified further that 
the expected net operating income to 
be realized upon the constructed year 
upon the application of the new rates, 
would amount to $295,353, indicating 
a rate of return upon the rate base of 
6.13 per cent. 

The Commission finds that the com- 
pany has maintained books of accounts 
in conformity with the regulations of 
this Commission and that the cost of 
electric plant and property in service 
represents the actual historical cost 
thereof, less Accrued Reserve for De- 
preciation and Contributions in Aid of 
Construction. Therefore, the Com- 
mission finds that the valuation of the 
property of the company within the 
state of New Mexico for rate-making 
purposes amounts to $4,814,550.67. 

[1] The Commission further finds 
that for the constructed year the effect 
of the new rates will be to leave net 
income available to the company in the 
amount of $295,353, indicating a rate 
of return of 6.13 per cent. 

Mr. H. L, Stout, vice president and 
assistant secretary of the company. 
testified in substance as to elfect of the 
proposed rates within the respective 
communities served by the company. 

Mr. George Johnson, division man- 
ager for the company at Silver City, 
New Mexico, testified as to the general 
operations of the company in that area 
and elsewhere within the state of New 
Mexico. 

[2] The Commission finds that the 


rates proposed to be put into effect by 
the company are fair to the utility and 
to the consumers alike, subject to the 
further statements hereinafter made. 
The Commission notes, however, that 
the rates proposed by the company con- 
tain a provision making such rates 
conditional for all users of service upon 
the cost of fuel to the company. The 
Commission approves such provision 
in the case of industrial users but de- 
nies the company the right to apply the 
fuel adjustment provision to commer- 
cial or residential users. The com- 
pany is therefore ordered to file new 
rates and tariffs with this Commission 
within ten days from the date of this 
order consistent with the views herein 
expressed. 

The Commission would like to point 
out that while the matter of rates to 
be charged is a matter of management 
decision, subject to regulatory power 
of this Commission, and while the 
rates to be charged indicate a rate of 
return to the company which is not 
at all excessive when compared to the 
returns enjoyed by comparable util- 
ities within the state and within this 
territory, nevertheless the Commission 
would be remiss in its duties if it failed 
to note that the rate per kilowatt hour 
charged residential and commercial 
users is disproportionately high com- 
pared to the rates charged residential 
and commercial users by other utilities 
within the state of New Mexico. The 
Commission is well aware of the fact 
that the company renders service in 
mountainous territory and over a con- 
siderable distance, in sparsely pop- 
ulated sections, and the Commission is 
well aware that rendering service un- 
der such conditions will of necessity 
prove to be more expensive than the 
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rendition of service in heavily pop- 
ulated, compact areas, nevertheless, the 
Commission desires that the manage- 
ment will do its utmost to take what- 
ever steps may be necessary to bring 
its rate per kilowatt hour for resi- 
dential and commercial users more in- 
to line with rates being charged by 
other utilities. The Commission real- 
izes that the most effective method of 
accomplishing this happy result would 
be to increase the load factor and the 
Commission urges the management 
of this company to leave no steps un- 
taken to increase the sale of electric 
power to the end that the increased 
revenues which might be available 
through the increased sale of energy 
will eventually permit the rates to be 
brought down to what might be 
deemed average level for such service. 
The Commission urges the manage- 
ment, therefore, to overlook no econ- 
omies in its operations, as a further 
means of attaining this desirable objec- 
tive and the Commission takes this 
means of declaring that in the interest 
of fairness to the consumers, utilities 
should take every step possible to ex- 
pand markets and to effect economies 
to the end that utility service may be 
furnished to customers at the least 
cost possible consistent with a fair re- 
turn to the utility. 

The Commission has considered 
only the company’s New Mexico prop- 
erties and operations in fixing rates in 
the foregoing findings, except to the 
extent necessary to satisfy itself that 
other operations and expenses of the 
company in Texas, in which petitioner 
operates, are not being allowed to 
prejudice its New Mexico consumers. 

The Commission therefore con- 
cludes: 


I 


That it has jurisdiction over the 
matters and things presented by peti- 
tioner, and has jurisdiction over the 
rates to be charged by Community 
Public Service Company in this state. 


I] 


That the hearing in this case was 
lawfully ordered by notice duly given 
to all parties in interest. 

The Commission therefore orders: 

1. That the valuation of the prop- 
erty of the company for rate-making 
purposes within the state of New Mex- 
ico be, and the same is hereby declared 
to be, the sum of $4,814,550.67. 

2. That new rate schedules shall be 
filed by the company within ten days 
of the date of this order for residential 
service, which shall provide for an in- 
crease of 10 per cent over the present 
scheduled rates for residential service 
and 15 per cent over the present sched- 
uled rates for commercial and indus- 
trial service; that the residential and 
commercial rates are not to be subject 
to the fuel adjustment clause, whereas 
approval is herein granted for the ap- 
plication of the fuel adjustment clause 
on the schedule of rates applicable to 
industrial users. 

3. That the proposed new rates to 
be filed shall, when applied on an an- 
nual basis, result in an increase of ap- 
proximately $144,334.66 .in annual 
revenues. 

4. That the rates herein approved 
by the Commission, as indicated here- 
in, are declared to be fair to the util- 
ity and to the consumers alike. 

5. That the foregoing schedules of 
rates to be filed shall be made effective 
on all billings to be rendered on and 
after January 1, 1952. 
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Re Bernards Water Company 


Docket No. 5652 
January 16, 1952 


gees of proposed water rate increase; proposed rates 
disapproved and rate increase authorized. 


Valuation, } 225 — Rate base determination — Proposed construction. 
1. {Proposed construction should be excluded from a water company’s rate 
bas¢ where nothing in the record reflects the benefits that might accrue to the 
conipany in the form of increased revenues resulting from the proposed 
installations or the decreased expenses resulting from the newer and more 
efficient installations, p. 24. 


Expenses, § 99 — Proposed wage increase. 


2. A proposed wage increase which is subject to approval by the Wage 
Stabilization Board should not be allowed as an operating expense for rate- 
making purposes where there is no proof that such increase will receive 
the Board’s approval, p. 25. 

Expenses, § 144 — Water company — Cost of flouridation program. 
3. Increased expenses in connection with a water company’s proposed 
flouridation program should not be included for rate-making purposes where 
the record fails to show that the company is ready to proceed with the 
program, p. 25. 

Return, § 115 — Water company. 


4. A return of 5.9 per cent was considered fair and reasonable for a water 
company, p. 26. 


* 


APPEARANCES: Joseph F. Auten- 
rieth and John H. Murdoch, Jr., for 
The Bernards Water Company; A. 
A. Palmer, Jr., for the Borough of 
Bernardsville ; Anthony P. Kearns, for 
the township of Bernards, Robert A. 
Hitch, for the Veterans Administra- 
tion. 


By the Commission: The Bernards 
Water Company (hereinafter some- 
times referred to as company) filed 
under date of June 20, 1951, increased 
rates for water service to all classes of 
customers, to become effective July 20, 


1951. The company estimates that 
the effect of the proposed rates would 
be to increase annual operating rev- 
enues by approximately $38,360 
based on the 12-month period ended 


June 30, 1951. 


The Board suspended the proposed 
rates and fixed September 26, 1951, 
as the date for hearing. The order of 
suspension issued by the Board re- 
quired that the company give notice to 
its customers of the proposed increases 
and of the date fixed for hearing. The 
record shows that such requirement of 
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notice was complied with. Hearings 
were held on October 31, and Decem- 
ber 4, 1951, at Newark. Appearances 
are shown supra. 

The necessity of increased rates is 
stated in the company’s filing as fol- 
lows: 

” because of increased oper- 
ating expenses, taxes, and other rev- 
enue deductions. Such increased rev- 
enues are also required because of 
the necessity of maintaining the com- 
pany’s credit in view of the increase 
in net investment in fixed capital. 

r 

The company produced a real es- 
tate broker, who testified as to the 
fair market value of land and an 
engineer who testified as to the repro- 
duction cost new, less depreciation, of 
the other property used by the com- 
pany. The president of the company 
testified as to the territory served, 
source of supply, facilities, and meth- 
od of operation. The comptroller of 
the company testified as to the balance 
sheets, present and prospective level 
of revenues and expenses, and pro- 
cedures and methods of accounting 
control. The treasurer of the company 
testified as to the cost of money and 
fair rate of return. The assistant chief 
engineer of American Water Works 
Service Company, Inc. (which per- 
forms certain services, including en- 
gineering, on the cost basis) testified 
as to the future construction require- 
ments of the company. 


The company was organized in 
1903. Presently the company provides 
water service for domestic, commer- 
cial, and industrial use and for public 


fire protection in the borough of 
Bernardsville and the township of 
Bernards. As of June 30, 1951, the 
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company served approximately 1,720 
customers. 

The present rates have been in effect 
since January 1, 1948, following the 
Board’s decision dated December 17, 


1947, Docket No. 3416. 


Rate Base 


[1] Testimony and exhibits were 
submitted with respect to the fair mar- 
ket value of land as of August, 1951, 
and the reproduction cost new, less ob- 
served depreciation of structures and 
equipment, based upon prices at De- 
cember 31, 1950. The total value on 
this basis is stated at $1,531,391. The 
record shows that the witness, in de- 
veloping the reproduction cost esti- 
mate, included items of property that 
have been paid for by customers, as 
well as an item of $98,000 for going 
concern value which the witness ad- 
mitted was not the result of any study 
made for this case. 

The witness also testified that he 
priced all items of property which he 
found to be in place and which he 
considered used and useful. He ad- 
mitted that his cost of reproduction es- 
timate reflected a theoretical reproduc- 
tion of something which, if it did not 
already exist, would not be reproduced 
in its present form and location. Under 
the reproduction cost theory presented 
by the company, the customer is in ef- 
fect asked to pay a return on a rate 
base purporting to reflect current costs 
of materials and labor involved in in- 
stalling existing facilities, while no 
provision is made for the customer to 
receive the advantages obtainable from 
the type of facilities that would be in- 
stalled today but which cannot be 
realized from existing facilities. The 
witness testified that various factors 
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RE BERNARDS WATER CO. 


were considered by him in developing 
the “accrued depreciation.” How- 
ever, the record does not disclose the 
method, manner, and amount used by 
the witness to specifically develop the 
“accrued depreciation” shown in his 
exhibits. 

The Board has carefully considered 
the evidence adduced by the company 
as to cost of reproduction and re- 
lated depreciation, and it is of the 
opinion that the evidence as to the 
cost of reproduction under the circum- 
stances in this case is not sufficient, 
and is entitled to little weight, if any, 
in determining rate base. 

The record in this case, specifically 
on page 4 of the company’s filing, 
states, “As of March 31, 1951, the rate 
hase calculated in the same way as 
that calculated in Exhibit P-l, at 
Docket No. 3416, would be $578,368.- 
” Furthermore, the com- 
pany has introduced balance sheets 
from which a net investment rate base 
can be calculated. 

In addition to the foregoing, the 
company claims consideration for its 
construction program covering the 5- 
year period from 1952 to 1956, inclu- 
sive, at an estimated expenditure of 
$350,000. However, since there is 
nothing in the record to reflect the ben- 
efits that may accrue to the company 
in the form of increased revenues (re- 
sulting from the proposed installa- 
tions) or the decreased expenses (re- 
sulting from the newer and more effi- 
cient installations) as a result of the 
proposed construction program, if in 
fact it is carried out as planned, the 
Board will not include any allowance 
for the proposed program in its deter- 
mination of rate base. 


25 


On the record here the Board will 


accordingly proceed to compute rate 
base, namely, on the net investment 
basis, by considering plant in service 
including an allowance for materials 
and supplies and cash working capital. 

Giving effect to its conclusions 
aforementioned, the Board finds that 
the fair and reasonable average rate 
base for the year 1951 amounts to 


$579,000. 
Operating Income 


[2,3] The company’s comptroller, 
H. M. Iverson, introduced Exhibit 
P-16, which indicates that actual op- 
erating income for the 12-month pe- 
riod ended June 30, 1951, was $16,- 
553. After giving consideration to 
certain increased revenues and ex- 
penses that were not in effect for the 
full 12-month period ended June 30, 
1951, the pro forma operating income 
is stated at $12,106 under present 
rates and $38,768 under the proposed 
rates. 


Among the items of increased ex- 
pense is an amount for increased wages 
and fringe benefits, which are subject 
to approval by the Wage Stabilization 


Board. Inasmuch as there is no proof 
that such wage increases and fringe 
benefits will receive approval, we will 
not allow such increases as a charge 
in operating expenses for the purposes 
of this case. 

Another item included in Exhibit 
P-16 is for increased expenses in 
connection with a proposed flourida- 
tion program. The record in this con- 
nection fails to show that the company 
is ready to proceed with this program 
and therefore this item of expense will 
be disallowed. 

Mr. Iverson also testified that the 
company files a consolidated income 
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tax return with its parent and affiliates. 
This consolidated filing results in a 
saving of 15 per cent of the tax that 
would apply if the company were to 
file on an individual return basis. He, 
however, did not reflect this income 
tax saving in his computations. In 
making our calculations for the pur- 
pose of establishing the level of oper- 
ating income consistent with our policy 
and discussion at pages 340 and 341 of 
the New Jersey Power & Light Com- 
pany decision, dated April 27, 1951, 
Docket No. 5121, 91 PUR NS 331, 
we will make adjustments to reflect 
one half of the tax savings from the 
consolidated filing at present tax rates. 

After the adjustments referred to 
above, we estimate that the annual op- 
erating income under present rates will 
be $16,300 and $41,650 under the 
proposed rates. 


Rate of Return 


[4] Testimony as to fair rate of 
return was presented by the company’s 
treasurer, M. A. Anderson. He tes- 
tified that a rate of return between 6.6 
per cent and 6.9 per cent would be 
fair. In arriving at this rate, he as- 
sumed a capitalization of 60 per cent 
bonds, 15 per cent preferred stock, and 
25 per cent common equity. His con- 
clusions as to fair rate of return were 
based upon studies of the cost of mon- 
ey to certain other water companies, 
adjusted upwards to provide an allow- 
ance for the smaller size of The Ber- 
nards Water Company. To the re- 
sultant cost of money of 5.945 per cent, 
he then adds } per cent to one per cent 
as ‘‘Allowance to encourage good man- 
agement and efficient operation, to 
permit company to maintain and sup- 
port its credit, and to enable it to at- 
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tract capital for the proper discharge 
of its public duties.” 

In his direct testimony, he refers 
frequently to the fact that the cost of 
money for a small company is greater 
than for a large company. However, 
the witness does not indicate the effect 
of size on the cost of money to the com- 
panies set forth on his Exhibit P-23. 

The common stock of The Bernards 
Water Company is owned by Com- 
monwealth Water & Light Company, 
which company is in turn controlled 
by American Water Works Company, 
Inc., a subsidiary of Northeastern 
Water Company. Since none of the 
stock of The Bernards Water Com- 
pany is held publicly, market quota- 
tions cannot be obtained. On Ex- 
hibit P-23 an attempt is made by the 
witness to show the cost of money for 
the company by a comparison with the 
cost of money of other water compa- 
nies having “publicly” held securities. 
He admits that “exact comparisons are 
difficult to make” but does not indi- 
cate the evaluation made for circum- 
stances or factors which differ from 
those of this company. All of the com- 
panies which he used are larger, few 
were shown to have such involved af- 
filiate relationships, and some ad- 
mittedly furnished other types of util- 
ity service in addition to water. 

The witness shows at page 7 of Ex- 
hibit P—23 an interest rate of 3} per 
cent for bonds, a 54 per cent dividend 
rate on preferred stock, and 11 per 
cent return on common equity. These 
rates are exclusive of financing expen- 
ses. In support of the individual inter- 
est and dividend rates the witness 
relies upon the other information 
presented in Exhibit P—23. We have 
previously indicated some general 
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RE BERNARDS WATER CO. 


weaknesses in the exhibit. At pages 1 
and 2 of Exhibit P-23 the witness 
presents information with regard to 
interest cost of publicly held long-term 
bonds and first mortgage bonds. None 
of the companies listed in the exhibit 
show rates as high as 3.75 per cent. 
At pages 3 and 4 the witness shows 
information with regard to certain pre- 
ferred stocks issued by some operating 
water companies and which are used 
as a basis to compute cost of preferred 
stock capital. However, the witness 
has included convertible issues not- 
withstanding the fact that such con- 
vertible issues are not included in his 
specific calculation of cost of money 
and fair rate of return applicable to 
the company. At pages 5 and 6 of 
Exhibit P-23 the witness shows the 
companies upon which he based his 
judgment as to the cost of equity. Up- 
on cross-examination it was developed 
that the market price and the yield 
reported for Middlesex Water Com- 
pany were in error and that such 
error would change the median and 
average yields which were used as a 
basis for the calculation of the wit- 
ness’ cost of money and fair rate of 
return. For these reasons we will not 
accord much weight to the conclusions 
drawn by the witness in Exhibit P-23. 
Based upon a consideration of the 
entire record, together with our knowl- 
edge of the territory served, the size of 
the company, the corporate relation- 
ship, and its financing requirements, 
we conclude that a rate of return of 5.9 
per cent on the rate base hereinbefore 
indicated is fair and reasonable. 


Conclusion 


the 


under 


forth, 
amount available for return 


As hereinbefore _ set 


27 


present rates is equivalent to a rate of 
return of approximately 2.8 per cent 
on the Board’s finding as to rate base. 
In the opinion of the Board such 
a rate of return is inadequate. There- 
fore, the present rates are unjust and 
unreasonable in that they fail to afford 
an opportunity to earn a fair return. 

The company estimates that the pro- 
posed rates are expected to produce 
additional annual revenues of approx- 
imately $38,360. After giving due 
consideration to such additional rev- 
enues, related state franchise taxes as 
well as Federal income taxes based on 
current rates, and our adjustments, it 
appears that the company’s proposed 
rates would produce an operating in- 
come of approximately $41,650. This 
is equivalent to a rate of return of 
approximately 7.2 per cent on the 
Board’s finding as to rate base. In 
the opinion of the Board, such a rate 
of return is excessive under the cir- 
cumstances here. 

From the foregoing it appears that 
the company is entitled to an increase 
in rates but not as large an increase 
as that proposed by it. The amount 
of additional revenue required to yield 
a rate of return of 5.9 per cent on the 
rate base adopted herein, after giving 
effect to related additional state fran- 
chise taxes and Federal income taxes, 
is $26,000. 

On the basis of the foregoing con- 
siderations the Board finds and deter- 
mines: 

(1) That the existing schedule of 
rates is unjust and unreasonable in 
that it does not afford the company 
an opportunity to earn a fair return. 

(2) That the rates proposed by the 
company are unjust and unreasonable 
and would yield an excessive return 

93 PUR NS 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


sion, a revised schedule of rates so de- 
signed as to produce an increase in 
annual operating revenues of not more 
than $26,000, as more particularly set 
forth in paragraph (3) above. 

The revised schedule of rates is to 
be effective with bills rendered in the 
regular course of business on and after 
February 1, 1952, covering use of 
water subsequent to January, 1952, 
meter readings. 


and that such rates are therefore here- 
by disapproved. 

(3) That a schedule of rates, which, 
on the basis of the number of cus- 
tomers at December 31, 1951, will pro- 
duce annual operating revenues which 
will exceed 1951 revenues by $26,000, 
is just and reasonable. 

(4) That the company shall submit 
for the consideration of the Board, 
within ten days of the date of this deci- 





GEORGIA PUBLIC SERVICE COMMISSION 


Re Georgia Gas Company 


File No. 19392, Docket No. 278-U § 
January 8, 1952 


PPLICATION for authority to issue first mortgage bonds and 
preferred stock; granted. 


Corporations, § 18— Voting power distribution. 
1. Common stock representing a total investment of $25,000 in the equity 
capital of a gas company having a total capitalization of approximately 
$700,000 was considered inadequate since the common stock was the only 
voting stock of the company, thereby exercising complete control, p. 30. 


Accounting, § 21 — Discount on capital stock — Amortization of discount. 
2. A discount upon the sale of preferred stock; in lieu of the payment of 
dividends for the first two years, should be recorded in the Discount on 
Capital Stock Account and amortized over the shortest period feasible, since 
the amortization in effect will have the same end result as would occur if 
the stock had been issued at $100 per share and dividends paid from the 
date of issuance, p. 31. 

Security issues, § 87 — Amount — Partial issuance. 
3. The Commission, in passing upon an application for authority to issue 
preferred stock, will authorize only that amount which is to be issued and 
sold in the immediate future, p. 32. 


“ 


APPEARANCES: E. D. Kenyon, At- By the Commission: Georgia Gas 


torney, and Arthur K. Lee, President, 
for the company; N. Knowles Davis, 
Chief Engineer, and Frank G. Heald, 
Utilities Auditor, for the Commis- 
sion. 
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Company on December 12, 1951, filed 
an application with the Commission in 
which authority is requested to issue 
and sell $435,000 principal amount of 
petitioner’s first mortgage sinking-fund 
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bonds, 5 per cent, series A, to be issued 
under and secured by an indenture of 
mortgage to the City National Bank 
and Trust Company of Chicago and 
John S. Crossley, as Trustees, and for 
authority to issue and sell 3,000 shares 
of $6 dividend preferred stock. This 
application was assigned for hearing 
before the Commission on December 
19, 1951, when it came on to be 
heard. Georgia Gas Company was 
directed to publish notice of the time, 
place, and purpose of the hearing, and 
it appears that such notice was pub- 
lished in the December 12, 1951, issue 
of the Gainesville Daily Times. 


According to the application, the 
applicant proposes to provide natural 
gas service in Gainesville, Georgia, in 
lieu of the present butane-air service 
now supplied. Applicant has present- 
ly issued and outstanding 250 shares 
of common stock with a par value of 
$100 per share and 247 shares of said 
stock are presently owned by United 
Cities Utilities Company, a Delaware 
corporation. Applicant has presently 
issued and outstanding $39,000 aggre- 
gate principal amount of its first mort- 
gage 5 per cent serial bonds, series A, 
the interest on which was reduced from 
5 per cent to 3} per cent, pursuant to 
authority from the Commission by or- 
der dated December 31, 1946. As of 
September 30, 1951, applicant had 
notes payable outstanding in the 
amount of $20,840.50 to the Gaines- 
ville National Bank, Gainesville, 
Georgia, notes payable to United 
Cities Utilities Company in the amount 
of $28,004.50, and accounts payable 
to that company in the amount of 
$657.63. 


The application further states that 
the proceeds derived from the proposed 


sale of bonds will be used to redeem 
and retire the currently outstanding 
first mortgage bonds in the principal 
amount of $39,000 plus $1,950 for re- 
demption premium and that the re- 
maining proceeds from the sale of 
bonds, together with the proceeds 
from the proposed sale of the $6 divi- 
dend preferred stock will be used to 
construct a natural gas pipeline of 
approximately 32 miles in length, and 
to convert and extend its distribution 
system in the city of Gainesville, Geor- 
gia, for natural gas operation. Accord- 
ing to the petition, the proposed 32 


‘ miles of pipeline will be 44-inch O.D. 


extending from the pipeline of the 
Transcontinental Gas Pipe Line Cor- 
poration to the city of Gainesville, the 
cost of which is estimated at approxi- 
mately $400,000, including metering 
and regulating equipment, and a town 
border station. The applicant pro- 
poses to spend approximately $161,- 
000 for the conversion, extension, and 
enlargement of the present distribu- 

tion system in Gainesville, Georgia. 
The Northwestern Mutual Life In- 
surance Company proposes to purchase 
the entire bond issue at its principal 
amount, plus accrued interest, if any, 
and Georgia Gas Company proposes 
to sell 2,000 shares of the $6 dividend 
preferred stock to the United Cities 
Utilities Company at a price of $85 
per share, the remaining 1,000 shares 
are proposed to be sold during 1953 
at not less than $90 per share, and 
thereafter at a price of not less than 
$95 per share. It is proposed that the 
said preferred stock will not be en- 
titled to any dividend prior to Janu- 
ary 1, 1954. Attached to the petition 
of the company is a balance sheet state- 
ment of Georgia Gas Company as of 
93 PUR NS 
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December 31, 1949, and December 31, 
1950, a balance sheet statement as of 
September 30, 1951, an income state- 
ment for the nine months ending Sep- 
tember 30, 1951, a copy of the pro- 
posed indenture of mortgage, a copy 
of the revised charter of the Georgia 
Gas Company authorizing the issu- 
ance of the proposed securities, an esti- 
mate of the construction cost of the 
pipeline, an estimate of the cost of 
extension, enlargement, and conver- 
sion of the distribution system, a copy 
of the proposed contract for the con- 
struction of the pipeline, a copy of the 
proposed construction contract for en- 
largement of the distribution system, 
and a copy of the proposed agreement 
for the purchase of the bonds. 

At the hearing on this matter fur- 
ther documentary evidence was sub- 
mitted in the form of exhibits. These 
included a certified copy of the resolu- 
tions of the stockholders of Georgia 
Gas Company authorizing the issuance 
and sale of the bonds, pro forma in- 
come statements for each of the first 
five years under the natural gas opera- 
tion, certified copy of a resolution 
adopted by the board of directors of 
United Cities Utilities Company au- 
thorizing the purchase of the pre- 
ferred stock of the Georgia Gas Com- 
pany, certified copy of the resolution of 
the board of directors of the Georgia 
Gas Company to issue and sell the pro- 
posed bonds, and an executed agree- 
ment between the Northwestern Mutu- 
al Life Insurance Company and Geor- 
gia Gas Company to purchase the 
proposed bond issue at a price of 100 
per cent of the principal amount there- 
of, plus accrued interest to the date of 
delivery. 


According to the testimony, the 
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contract price for the construction of 
the pipeline is $373,500 plus $6,500 
for the town border station, and the 
company proposes to spend immedi- 
ately $161,000 on extension of its dis- 
tribution system, or some $432,000 
over the next 5-year period. It was 
further testified that upon the issue 
and sale of the $6 dividend preferred 
stock to the United Cities Utilities 
Company, that company proposes to 
secure a loan with said stock as col- 
lateral in the amount of $165,000 to 
which the holding company will add 
$5,000 in cash to provide for the pur- 
chase price of $170,000 for the stock. 
It was testified that provisions were 
made for the waiver and noncumula- 
tion of dividends for a period of two 
years, since during this development 
period there would be a deficiency of 
revenues when related to the very 
substantial capital investment neces- 
sary to provide natural gas service. 
It was testified also that the distribu- 
tion extension and enlargement was to 
be completed by March 15, 1952, 
according to the terms of the contract, 
and that construction of the pipeline 
was to be completed by April 30, 
1952, with penalty provisions in the 
contracts for delayed performance. 

Two phases of the proposed financ- 
ing by Georgia Gas Company appear 
to require comment, and specific provi- 
sions relative thereto. One of these 
phases deals with the relatively small 
proportion of equity capital represented 
by common stock after the proposed 
financing, and the other phase is with 
respect to the price at which the pre- 
ferred stock is to be sold. These will 
be discussed separately. 

[1] According to the evidence, 
Georgia Gas Company has presently 
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outstanding 250 shares of common 
stock with a par value of $100 per 
share representing a total investment 
of $25,000 in the equity capital of the 
company. In view of the fact that the 
common stock will be the only voting 
stock of the company, thereby exercis- 
ing complete control, it appears that 
the present amount of common stock 
is entirely inadequate in relationship 
to the total capitalization of the com- 
pany, which will approximate $700,- 
000 after the proposed securities are 
issued. In addition to the common 
stock, earned surplus represented $26,- 
985.20 as of September 30, 1951, and 
amounts due the holding company to- 
tal $28,662.13 as of the same date. 
Although the proposed mortgage in- 
denture limits dividends on common 
stock, it is possible that at a later date 
or under a changed capitalization, the 


present earned surplus of the company 
might later become available for such 


dividends. Although the amounts due 
the holding company are not pro- 
posed to be repaid, there appears to 
be no reason why such amounts might 
not be repaid to the holding company 
if Georgia Gas Company had the funds 
available for such purpose. It appears 
that the common stock of Georgia Gas 
Company should be materially in- 
creased in its total value if the pro- 
posed securities are to be authorized. 

On examination of the company 
witness, it appeared impossible for 
the holding company to purchase any 
substantial additional amount of com- 
mon stock in Georgia Gas Company, 
thereby providing a portion of the 
funds required for the purposes enu- 
merated above. It seems therefore, 
that the minimum investment of the 
holding company in Georgia Gas Com- 


pany’s common stock should be the 
total of that presently issued, the 
amount of the earned surplus and the 
amount of the advances from the hold- 
ing company. This order will, there- 
fore, provide that the common stock 
of Georgia Gas Company be increased 
from 250 to 800 shares with a par 
value of $100 per share, and that such 
additional common stock be issued to 
United Cities Utilities Company, 280 
shares in payment of $28,000 of ad- 
vances to Georgia Gas Company, and 
270 shares for $27,000 of the earned 
surplus of Georgia Gas Company. 

[2] With respect to the second 
phase, it appears that the price of $85 
per share for $6 dividend preferred 
stock of nonpar value is a low price 
and represents a cost of preferred stock 
money of some 7 per cent to Georgia 
Gas Company. It should be borne in 
mind, however, that the stock to be 
sold will pay no dividends for two 
years, neither will dividends accumu- 
late during this period. If the $6 divi- 
dend for two years (or $12) be added 
to the price of the stock, it would be 
priced at approximately $97 per share 
at the present time. It appears, there- 
fore, that the nonpayment of the divi- 
dends is equivalent to the sale of the 
stock at $97 per share with dividends 
payable from the date of its issuance. 
This would represent a cost of pre- 
ferred stock money slightly in excess 
of 6 per cent and for a company the 
size of Georgia Gas Company, this 
does not appear unreasonably high. 
However, there appears to be no ar- 
rangements under which the stock 
might be sold on this basis. If it 
were, however, any deficiency in the 
dividends would come out of earned 
surplus. Since the earned surplus 
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balance will be practically eliminated 
by reason of the provisions above with 
respect to the issuance of additional 
common stock, there would be no sur- 
plus available for this purpose and 
immediate earnings would appear to 
be inadequate to cover a preferred 
dividend. While the preferred stock 
will be of nopar value, it should carry 
a stated value on the books of Georgia 
Gas Company of $100 per share, and 
the preferred stock so issued should be 
recorded under the “Preferred Capital 
Stock” account at $100 per share for 
each share issued. Inasmuch as the 
stock is to be sold for only $85 per 
share, a discount of $15 per share is 
created by the sale, which discount in 
reality reflects the inability of the com- 
pany to pay a preferred stock dividend 
for the first two years. This discount 


of $15 per share should be recorded in 


Account 150, “Discount on Capital 
Stock.” While the system of ac- 
counts prescribed for gas utilities does 
not require the amortization of this 
discount balance, it appears that in this 
instance this balance should be amor- 
tized over the shortest period feasible. 
Such amortization in effect, will re- 
sult in the same end result as would 
occur had the stock been issued at $100 
per share and dividends paid from the 
date of issuance. This treatment, 
therefore, gives recognition to the 
sale of the stock without discount, 
since the discount is to be amortized. 
It appears that the maximum period 
over which the discount should be 


amortized should be five years com- 
mencing not later than two years after 
the date of issuance of the stock, and 
this order will so provide. 

[3] The company requests author- 
ity for the issuance of 3,000 shares of 
$6 dividend preferred stock. but testi- 
fied that only 2,000 shares will be 
isued at the present time. [It is pro- 
posed that at some later date the re- 
maining 1,000 shares are to be issued 
and sold. It has been the policy of 
this Commission in other cases to 
authorize only that amount which is 
to be issued and sold in the immediate 
future. Consistent therewith author- 
ity will be granted at the present time 
for the issuance and sale of 2,000 
shares of preferred stock without 
prejudice to the company making ap- 
plication for the issuance of additional 
stock at some future date. 

It appears that the establishment of 
natural gas service in Gainesville, 
Georgia, is in the public interest, that 
the provisions of natural gas service in 
Gainesville will require substantial 
sums for capital expenditures, that 
the proposed financing contained in 
the application of Georgia Gas Com- 
pany will provide such capital funds, 
that the authority requested should be 
granted with the conditions and pro- 
visions hereinabove outlined, and 
that the proposed issuance of securi- 
ties, as modified herein, falls within 
the spirit and intent of § 93-414 of the 
1933 Code of Georgia. 
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Industrial Progress 


A digest of information on new construction by pri- 
vately managed utilities; similar information relating 
to government owned utilities ; news concerning prod- 
ucts, supplies and services offered by manufacturers ; 

also notices of changes in personnel. 


AGA Launches Gas Refrigerator 
Sales Campaign 


as refrigerator sales are to be accelerated 

by a campaign which is being backed by 
the American Gas Association. Codperating 
with Servel, AGA is promoting the all-new 
Servel gas refrigerator with a thoroughly 
rounded program advanced by the theme, 
“Open the Door!” 

The campaign, which is part of AGA’s PAR 
Program of promotion, advertising and re- 
search, links the sales forces of the manufac- 
turer, gas utilities and gas appliance distribu- 
tors and dealers throughout the country. It 
features a wide selection of models, competi- 
tively priced to suit every family and every 
budget. Campaigning will continue for 92 
sales-making days, from June Ist through 
August 31st. 

Merchandising aids include mailing pieces, 
newspaper advertisements, artificial food dis- 
plays, demonstrators and sales training aids. 


New Line of Gate Valve Drives 


A= PLETE new line of automatic gate valve 
drives especially designed for use in con- 
nection with gate or angle valves in pipelines 
carrying intense pressure has been announced 
by Janette Electric Mfg. Company, subsidiary 
of Gerity-Michigan Corp. 

\nnouncement of the new line of motors 


was made by J. F. Ditzell, Janette president. 

Janette Electric, specialists in the production 
of gear and fractional motors since 1910, will 
produce a regular line of the new gate valve 
motors ranging from 1/3 to 10 horsepower plus 
a special line ranging up to 50 horsepower. 

Mr. Ditzell revealed that the company 
already had sw ung into production of the new 
line to fulfill “certain defense contracts.” 


Catalog Lists Line of Power- 
Factor Correction Capacitors 
N™ catalog No. 27, listing its entire line 
4'N of power-factor correction capacitors, is 
announced by John E. Fast & Company, Chi- 
cago. The catalog is in four separate sections, 
each dealing with specific types of capacitors. 
Section I gives general information on power- 
factor correction capacitor applications and 
locations, with general standards and specifica- 
tions. Section II details Individual Units. Sec- 
tion III is devoted to Rack Type Assemblies, 

while Section IV lists Pole Types. 

The firm, one of the oldest manufacturers 
of capacitors in America, provides types cover- 
ing most standard indoor, outdoor and high 


voltage applications, inclusive of types appli- 
cable to electronic products. 

Copies of the catalog are available by re- 
quest from the manufacturer, 3155 N. Pulaski 
road, Chicago 41, Illinois. 


British Columbia Power Co. 
Plans $140,000,000 Program 


——- CoLtuMBIA PowER CoMPANY’s capital 
expenditures program for the next five 
years calls for $140,000,000 with a further 
$8,000,000 needed if natural gas comes to the 
West Coast, A. E. Grauer, president, announced 
at a recent annual meeting. 

He said the program is to keep pace with an 
assumed growth rate of 10% a year in elec- 
tricity demand until 1953 and 7% thereafter. 


New G-E Transformer Bushing 

Minimizes Porcelain Breakage 
A= high-voltage transformer bushing, 

with simplified construction for minimiz- 
ing porcelain breakage, has been developed 
by the General Electric Company’s Power 
Transformer Department. 

In the new bushing, designated by the com- 
pany as the Type LC, the possibility of por- 
celain breakage is lessened by use of pressure 
clamping, G-E engineers said. Pressure clamp- 
ing replaces the cemented-on clamping rings 
of a preceding type. 

Reduced in size and weight, the new bushing 
will decrease the height of power transformers 
from one to five inches. It is liquid-filled and 
completely sealed to prevent internal corona 
discharges under high stress. It has a resin- 
impregnated paper core. 

G-E engineers pointed out that even im- 
proper tightening of the bushing’s support 
flange will not result in porcelain breakage. 
The porcelain is held under compression be- 
tween the support flange, which is integral with 
the core, and a heavy spring washer and nut. 
Compression i is the force porcelain is best able 
to resist. 

The Type LC bushing is designed for large 

(Continued on page 26) 
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e@ Complete selection of stub and 
coupon cutting receipters with 
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all utilities purposes. 


Write for FREE Catalog. 
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power transformers in the 15 and 25 kv. 
classes, all power and distribution transform- 
ers in the 34.5, 46 and 69 kv. classes, and oil 
circuit breakers in the 25 kv. and 46 kv. 
classes. 

Having the same support-flange dimensions 
as older type bushings, the new bushing may 
be used for replacement of the older equipment. 


New Bulletin on Preferred Unit 
Steam Generator 
Ate. bulletin No. 2000, especially pre- 


pared for engineers, consulting engineers, 
and architects for their guidance in under- 
standing the advance design features that dis- 
tinguish the Preferred Unit Steam Generator 
from other unit steam generator types, has 
been announced by Preferred Utilities Manu- 
facturing Corporation. 

The bulletin describes the engineering dif- 
ferences of the component features of the self- 
contained Preferred Unit Steam Generator 
which permit economical service for an aver- 
age life of 25 years. Numerous illustrations 
of the components and the unit including cuta- 
way views for easy visual references supple- 
ment the descriptions. 

As shown, these features developed from 
years of research and developmental work in- 
clude staggered tubes, four-pass gas travel 
construction, anti-stress deck, expansile pre- 
cipitator, induced draft, and horizontal rotary 
oil burner. Combination gas and oil-fired unit 


by light oil, heavy oil, natural and manufac- 
tured gas. 

Copies of the bulletin are free on request to 
Preferred Utilities Manufacturing Corpora- 
tion, 1860 Broadway, New York 23, New York. 


Northern States Pwr. Black Dog 
Lake Plant to Open in Fall 


Nea States Power CoMPANy will put 
into service in September its first 60,000- 
kilowatt generator at the new Black Dog Lake 
plant, according to B. F. Braheney, president. 

When completed the 300,000-kilowatt plant 
will represent an investment of between $50,- 
000,000 and $60,000,000, and eventually will be 
the largest steam generating plant in the system. 

Mr. Braheney disclosed the company will 
spend $35,000,000 this year on new generating 
facilities, transmission lines, and additional 
gas facilities. This is part of a 10-year post- 
war expansion program that will see at least 
$303,000,000 invested in new construction be- 
tween 1947 and 1956. 


Gai-Tronics Corporation 
Promotes A. R. Royle 


R. Roy.e has been appointed general man- 

° om and elected to the board of directors 
of the Gai-Tronics Corporation, Reading, 
Pennsylvania, effective May Ist. Mr. Royle’s 
promotion was announced by L. D. Staver, 
president of the international engineering firm, 
28) 
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usiness is sold on IBM Electric Typewriters 
ause . . . they turn out consistently beautiful 
ork... they are the easiest of all to operate... 


hey Save energy, save time, save money. IBM, Dept. D-3 


590 Madison Ave., New York 22, N.Y. 





0 I'd like to see a demonstration of 
an IBM Electric Typewriter. 
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Gilbert Associates, Inc., parent company to 
Gai-Tronics. 

Mr. Royle joined Gai-Tronics in September, 
1949, as sales manager. He moved over from 
Stromberg-Carlson where he had been sales 
manager of the sound equipment division for 
the last eight of his more than 20 years’ asso- 
ciation. Prior to becoming a sales manager at 
Stromberg-Carlson, he divided his time be- 
— radio engineering and radio sales. 

Gai-Tronics is a leading manufacturer of 
specialized power plant communication sys- 
tems. Gai-Tronics equipment is unusual in that 
it makes possible practically normal telephone 
conversations in the noisiest industrial and 
power plants. 


Hall Laboratories Promotes 
H. M. Rivers 


M. Rivers, assistant director of engineer- 

e ing service, Hall Laboratories, Inc., Pitts- 

burgh, Pennsyivania, has been promoted to the 
position of director of engineering service. 

He succeeds J. N. Welsh, who as associate 
director of Hall Laboratories, Inc., recently 
assumed new business administration duties in 
this firm of engineering consultants in indus- 
trial, municipal, utility and marine water and 
waste treatment problems. 

In his new duties, Mr. Rivers will direct the 
service activities of Hall field and headquarters 
engineers. 

Mr. Rivers is widely known for his develop- 
ment of the Hagan Automatic Degasser, an in- 
strument for determining steam purity. It pro- 
duces continuously and automatically an ap- 
proximately 50-50 split of a flowing steam sam- 


ple, one fraction containing any dissolved solids 
that may be present and the other any dissolved 
gases—thus permitting more precise measure- 
ment and control of steam purity. 


Texas Eastern Files New 
Pipeline Application 


8 bmn EASTERN TRANSMISSION CORPORATION 
has filed an application with the Federal 
Power Commission requesting approval to build 
new pipeline facilities in Texas, and Louisiana 
at a cost of approximately $26,000, 

The new line as proposed will consist of 315 
miles of 24-inch diameter pipe. Plans provide 
for constructing and placing the new line in 
operation by November 1, 1952. As projected 
the pipeline will originate near Provident City, 
Texas, which is the terminus of Texas East- 
ern’s 16-inch line in that area, and will extend 
in a northeasterly direction through Texas and 
Louisiana to a tie-in point with the company’s 
20-inch line near Castor, Louisiana. 


Wisconsin Electrical Issues 
Bulletin 


Aw LLETIN describing its specially engineered, 
custom-built switching, indicating and re- 
cording equipment for utility, industrial, mu- 
nicipal and experimental applications, has been 
released by the Wisconsin Electrical Manu- 
facturing Company, Milwaukee, Wisconsin. 
Bulletin shows various installations built by 
the company and currently in operation in vari- 
ous locations, Complete information relative to 
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Lo, the poor greyhound 


With all his reputation for speed, he can’t hold a 
candle to Sorg when it comes to meeting a rush- 
rush deadline. Sorg, for over thirty years special- 
ists in all types of financial, corporate and legal 
printing, is uniquely geared to combine speed 
with unerring accuracy. 

We handle design, specification of format, com- 
position, printing, binding and mailing all under 
one roof... we're available round the clock 
. . +. we offer the use of procedure manuals, 
conference rooms, transportation facilities. But 
most important of all, we maintain a standard of 
quality consistent with the prestige of our clients. 


SORG 


PRINTING CO., Inc. 


- 80 SOUTH ST., NEW YORK 38, N.Y. 
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its consulting- -engineering services also is con- 
tained in the bulletin. 

Copies of bulletin No. PSC-1-452, may be 
obtained from Wisconsin Electrical Manufac- 
turing Co., 1043 W. Clybourn Street, Milwau- 
kee 3, Wisconsin. 


“Job-Fitted” 
Intercommunications System 


ALK-A-PHONE CoMPaANny, Chicago, recent- 

ly introduced the Talk-A-Phone “job- 
fitted” intercommunications system, with eleven 
optional features designed so that a single sys- 
tem may be adapted to any specific requirement 
from a simple inter-office system to the most 
elaborate industrial layout. 

Described by its makers as the intercom that 
“has everything—does everything,” the new 
Talk-A-Phone offers as optional equipment 
each of eleven exclusive developments by its 
engineering staff over the past few years, in- 
cluding busy signal; Redi-power; dynasonic 
performance; multi-magic selector; privacy 
handset; earphone; right-of-way relay; hold- 
a-matic pushbuttons; silent touch bar; uni- 
trans and conference features. 

Adaptable to practically any individual or 
specific need of its user, the units can be de- 
livered to include all of the exclusive features, 
or any combination required. Described as the 
most versatile intercom produced, the new 
Talk-A-Phone combines the familiar Talk-A- 
Phone streamlined cabinet with any array of 
“plus” features required. 


Its adaptability is also reflected in its econ- 
omy, Talk-A-Phone executives said. With this 
model there is no need to buy any features or 
units for the entire system which will not be 
used enough by any given unit to justify their 
installation. More units and features may be 
added as needed, without obsoleting original 
equipment. 


Arkansas Pwr. & Lt. Plans 
$35,650,000 Expansion 


Apmausas Power & LicHt Company has 
asked the Arkansas Public Service Com- 
mission for authority to build additions to its 
Cecil S. Lynch plant at Rose City, Arkansas, 
and its Harvey Couch plant at Stamps, Arkan- 
sas, costing $35,650,000, the largest expansion 
in the company’s history. 

Of the total amount, $26,250,000 would be 
spent on plant expansion at the two units and 
$9,400,000 on transmission lines from the two 
plants. Plans call for addition of a 135,000- 
kilowatt steam generating unit at each of the 
two plants and 472 miles of high voltage lines 
to carry the extra power. Present capacity of 
the Lynch plant is 104,000-kilowatts and that 
of the Harvey Couch plant 34,000-kilowatts. 

The proposed additional units, together with 
a 105,000-kilowatt generator now under con- 
struction at Lake Catherine, will make the total 
capacity of the company’s four largest plants 
757,000-kilowatts, Trial operation of both new 
generators is scheduled for October 1, 1953. 
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INDICATION OF ACCEPTANCE 


ABOUT ONE-THIRD OF ALL OF THE ELECTRIC COMPANIES 
HAVING OPERATING REVENUES IN EXCESS OF $45,000,000 
HAVE EMPLOYED THE SERVICES OF OUR ORGANIZATION TO 
ASSIST IN THE SOLICITATION OF PROXIES FOR MEETINGS OF 


THEIR STOCKHOLDERS. 


The managements of these and many other electric, gas and telephone 


companies find our services insure prompt and gratifying stockholder response. 


This is attested to by unsolicited letters of commendation and repeat employ- 


ments. 


DupLey F. Kine 
Proxy Soliciting Organization 
70 Pine Street, New York 5, N. Y. 


National coverage provided through Zone Managers located in 30 principal cities 
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Satisfaction 
all the way 
with Dodge!” 


... says F. F. WASSER 


South Carolina Electric & Gas Co. 
Columbia, S. C. 


sizes, from 14-ton through 3-ton, for 
ver 15 years. 


guess that speaks for itself. There’s 
en satisfaction all the way with 
Dodge! Maintenance cost is less than 
he average of other trucks we use!”’ 


Dodge “*Job-Rated’’ trucks are serving 
wny utility companies with the thor- 
ugh satisfaction expressed by Mr. 
Nasser. They will save time and work 
nd money in your service, too. 


or example, you get a money-saving 
gh-compression engine with 4-ring 
istons, chrome-plated top rings and ex- 
ust valve seat inserts. You also get ex- 
eptional handling ease, braking safety, 


We have been using Dodge trucks of 





i 























cab comfort, and other advantages. 


What’s more, Dodge trucks offer g¥rol 
Fluid Drive—available on 14-, 34- and 
1-ton models—;to give you smoother per- 
formance, save wear, lengthen truck life. 


Your friendly Dodge dealer will be 
happy to tell you more. 
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Twofold Benefits From The 


Its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





The Analysts Journal 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 


( Please enter my subscription for one year at the subscription rate of $4.00. 


(C) Please send me your advertising brochure. 
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HOW TO SAVE THE TIME 
OF YOUR TOP EXECUTIVES 
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plants; solved financing and production problems; planned effective personnel pro 
grams. Epasco has been serving business and industry throughout the world for 
nearly 50 years. EBasco will do all or any part of a job, for companies large and small. 


To find out exactly how we can serve you best, write for your m4 of “‘The Inside 
Story of Outside Help.’’ Address: Ebasco Services Incorporated, Dept. W, Two Rector 
Street, New York 6, N. Y. 
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Peak-load capacity released quickly 
economically by G-E switched capacitors 





Capacitor equipments can be supplied ef ‘a 
on short delivery ... some at a cost of 

less than $6.00 per kvar ... installed 

in a matter of hours . 


Capacitors continue to provide one of the fastest, 
cheapest ways to release system capacity. By 
raising voltage levels and reducing system cur- 
rent for a given load, they can free the system 
for the delivery of more kilowatts—at a fraction 
of the cost—and in a fraction of the time—it 
would take to add new system capacity. 

Where you have already installed a high per- 
centage of fixed capacitors—or where your 
kilovar loading varies widely in any 24-hour 
period—it will pay you to investigate the use of 
switched capacitors to alleviate peak conditions. 

Automatically-switched General Electric ca- 
pacitors can be supplied on short delivery —for 
as little as $5.66 per kvar. They can be installed 
on your distribution feeders or at the substation 
—in a matter of hours. And they provide one 
of the least expensive methods of releasing 
system capacity. 

For information on how switched capacitors 
can help you to meet today’s climbing loads, 
call your nearest G-E Apparatus Sales Office. 
Or write to Section 407-36E, General Electric ON DISTRIBUTION FEEDERS. Pole-mounted G-E automaticall 
Company, Schenectady 5, New York. switched capacitors are used by many utilities to bring kilova 

supply close to load. These factory-assembled units cost ¢ 
little as $5.66 per kvar. 
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FLEXIBLE KILOVAR SUPPLY. Where kilovar loading AT THE SUBSTATION. General Electric switched capacite 
varies widely in any 24-hour period, G-E switched equipments can be used in large banks to supply bulk kilovor. RS 
capacitors can supplement fixed capacitors in provid- | Completely-enclosed equipments like this 5100-kvar, 13,200- 
ing economical kilovars. (Ruled area shows kilovars volt bank installed by Metropolitan Edison Co., now co#l 
furnished by synchronous condensers or generators.) as little as $7.00 per kvar. 
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OVER EIGHT 
MILLION 
HORSEPOWER 


The Newport News Shipbuilding 
and Dry Dock Company has re- 
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ceived orders for the building of 
hydraulic turbines aggregating 
output of 8,150,000 horsepower. 








ASSEMBLY OF SPIRAL CASINGS FOR C. J. STRIKE DEVELOPMENT 


NEWPORT NEWS 
SHIPBUILDING AND DRY DOCK COMPANY 
Newport News, Virginia 
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EVERYBODY'S TALKING 


about this modern gas control 
GASAPACK ... THE ONLY REALLY NEW GAS CONTROL 
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Compare the Gasapack with old-fashioned, gas furnaces and heaters. One simple-to-install 
cumbersome hookups, and you'll discover it’s unit eliminates as many as 5 separate controls, 
the modern, efficient way of installing modern Cuts costs of assembly, too — as much as 67%. 


2 32 32 8 eS eeeeeeees for modern gas heating 
A-P CONTROLS CORPORATION 


Products C 
2470 N. 32nd Street @ Milwaukee 45, Wis. © In Canada: A-P Controls Corporation Ltd., Cooksville, Ont, 
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The operations you need to effect 








cimsehieics of Commonwealth's 


service to utilities! 


Complete conversion services to gas distributing utilities 
planning to convert present gas burning equipment 
to straight natural gas, oil gas, or other types of gas service. 
Detailed advanced planning Trained fieldmen 
Experienced supervisory personnel Efficient operating methods for low-cost results 
Backed by a supervisory experience record of over 30 years in conversion work, 


covering hundreds of thousands of installations. 





We invite your inquiry. . . Write for our booklet describing our 
gas conversion services. Address: Department E, 


INVESTIGATIONS enn, Chee SHES, 6-7 

REPORTS 

FINANCING 
ACCOUNTING S IZ YY Sg yi pp) OG 

eye j ULL LLL LLL 

PENSIONS : 

RATES 

DEPRECIATION 

VALUATIONS 

WSULTING & DESIGN ENGINEERING 

METERING 

ing PURCHASING 

INDUSTRIAL & PUBLIC RELATIONS 

MERCHANDISING 

ADVERTISING 

GAS CONVERSIONS 






and subsidiaries 


COMMONWEALTH ASSOCIATES INC. 
COMMONWEALTH GAS CONVERSIONS INC. 


20 Pine Shree, New York 5 MY. 
frckson, Michigan Wiashinglam, DC 
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Big Red 9 


speeds construction for 
Niagara -Mohawk 








oO ee ee ej 








“BIG RED” BUILDS A FIRM FOUNDATION. One = enema Mohawk’ s TD- 24s poner steel- 
mill slag in a low marsh near the new plant site, to make a base for a future coal stock pile. 












New York power company picks IH And it steers better—steers with pivot turns, 
power for work on new plant — turns, or turns with power on both 
Up at Albany, N. Y., Niagara-Mohawk Power All this > feat alete & wobee 
Company is building a huge new 300,000 KW, day. ee P 
coal burning, steam turbine plant, and two big Ask your International Industrial Distributo 
red International TD-24 crawlers are helpingthe —_—for the details on the TD-24. Ask about his shop 
job along. : facilities and complete parts supplies, too. Gej 
Both for construction work now, and for stock all the answers—and put International ‘‘ Powe 
piling coal when the plant is in operation, the that Pays’ t fi ! 
TD-24 is the Big Red Champ. It’s the most pow- ere © ae ar ee 
erful crawler tractor on the market, and the fast- INTERNATIONAL HARVESTER COMPANY 
est (148 maximum drawbar horsepower, 7.8 mph). CHICAGO 1, ILLINOIS 


J 
POWER THAT PAYS | 4 Mn bea Wenn 


INTERMATIONAL 
waevesteR 
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PROFESSIONAL DIRECTORY 


e This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tue American ApprRaAIsaAL Company 


ORIGINAL COST STUDIES @ VALUATIONS @© REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal. cities 


he 
‘ 














AMERICAN CALIQUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 
10 E. 39th St., New York 17, N. Y. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 




















aS DAY & ZIMMERMANN, INC. 
aie ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 
DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 
bot 
+ 
ork per 
o Jord, Bacon & Davis 
is ha CONSTRUCTIO 
hen ? “nepoats. , Engine R at E ca s : s . 





NEW YORK @ CHICAGO e LOS ANGELES 





NY 





GIBBS & HILL no. 


‘ CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 
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PROFESSIONAL DIRECTORY (continued) 





INCORPORATED 
ENGINEERS * CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING - WASHINGTON + HOUSTON + PHILADELPHIA - ROME * MANILA + MEDELLIN 


GA GILBERT ASSOCIATES 


FOUNDED 1906 








W. C GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 


55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street * CHICAGO » Telephone HArrison 7-8893 








Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio © Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION. 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE e° COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN , 
(WWM Nee STUDIES— 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 


DETERMINATION 





Mention the FortniGHTLY—It identifies your inquiry. 
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PROFESSIONAL DIRECTORY (continued) 
he huljian Coyoounlion 


il dais ENGINEERS - ONSTRUCTORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION * MANAGEMENT 
S SURVEYS « INVESTIGATIONS e¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in RESULATORY 


GAS 
escre COST ANALYSIS wees 
for past 35 years 
Send for brochure: "'The Value of Cost Analysis to Management"’ 


— N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














—" CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET #=s BOSTON 10, MASS. 




















inois : 
RATES AXES 
mon MIDDLE WEST Pen 
PENSIONS 
aa SERVICE Pree 
PERSONNEL co ACCOUNTING 
ENGINEERING * SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 
— Pioneer Servieo aia Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


. SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 











231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








.— 





Outstanding Designing « Engineering *Construc- 
tion + Piping « Equipment « Surveys 


in the * Plans + Steam or Diesel Power 
Plants, Alterations, Expansions 
p 


Industry DESIGN - ENGINEERING = co STRUCTION 
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THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. 


BIRMINGHAM, ALA, 








SANDERSON & PORTER 


ENGINEERS 
AND 


CONSTRUCTORS 


S&P 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET 


NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 


DESIGN — CONSTRUCTION 
REPORTS — VALUATIONS 


1304 ST. PAUL STREET 


Publishers of the 35-year-old 
HANDY-WHITMAN INDEX 
for Public Utility 
Construction Cost Trends 
Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 

Water, Sewage and Industrial Waste Preblems 
Airfields, Refuse Incinerators, industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 





EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Publie Utility Valuations, Reports and 

Original Cost Studies 


910 Electric Building Indianapolis Ind. 





in 


@\| _ 


1421 


DESI 


MAC 
BOS 




















Boppy-BENJAMIN 


ASSOCIATES, Inc. 
CONSULTING ENGINEERS 


Power Plant Design, Specification and 
Construction Supervision 
Economic and Thermodynamic Studies 
Technical Services and Reports 


28 WEST ADAMS ° DETROIT 26, MICHIGAN 





ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anpb SERVICE CO. 
327 Se. LeSalle St., Chicago 4, lil. 


G 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 
HARRISBURG, PENNSYLVANIA 


' ticat! R. rt: A 
Meports 


Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 





LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., CHicaco 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SourH MICHIGAN AVENUE, CHICAGO 


LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 


A. S. SCHULMAN ELEctric Co. 
Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DistRI- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 








HARZA ENGINEERING CO. 


Consulting Engineers 
L. F. HARZA 
E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electric Power Projects 
Transmission Lines, System Management, 
Dams, oo 5 Harbor Structures, 
0) 


400 W. MADISON ST. CHICAGO 6, ILL. 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








IL 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 











[ 
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LAURENCE S. KNAPPEN 


Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 
Rate Case Investigations 
Revenues and Expenses Examined 
919 Eleventh Street, N.W., Washington 1, D. C. 
Telephone: National 7793 


Testing * Inspection + Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 
Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis « New York * Philadelphia * Providence * Dallas 








WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
eemeane — STUDIES — REPORTS — 
SIGN — SUPERVISION 


UT un " ES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 











LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 


a 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 











Mention the FortnicHt.ty—lIt identifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


*Abrams Aerial Survey Corporation 
Albright & — | ew Engineers ... 
Alien & Compa 

American Appraisal Company, The 
American Caliqua Company 
Analysts Journal, The 

A-P Controls Corporation 


Babcock & Wilcox Company, The 
*Barber-Greene Company 
*Bituminous Coal Institute 

Black & Veatch, Consulting Engineers 
Blaw-Knox ay of Blaw-Knox Co. 


Pp & Compa 
ay-Benjamin y BAIN Inc. 
*Burroughs Adding Machine Co, 


c 
Carter, Earl L., Consultin 


Cleveland Trencher Co., 
*Cochrane Corporation 


Columbia Gas System, Inc. ........ Inside Front ~~ 


Commonwealth Associates, Inc. 
Commonwealth Services, Inc. 
Consolidated Gas and Service Co. 


Day & Zimmermann, Inc., Engineers 
Dodge Division of Chrysier orp. 
*Drexel & Company 


Ebasco Services, Incorporated 

Electric ae Battery Company, The 
Elliott Com 

*Equitable 
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*First Boston Corporation 
Ford, Bacon & Davis, Inc., Engineers 
*Foster Wheeler Corporat tion 


G 


Gannett Fleming Corddry and Carpenter, Inc. 
*Gas Appliance 

General Electric Compan 

zibbs & Hill, Inc., Consulting Engineers 
zibson, A. C.; Company, Inc. 

silbert Associates, Inc., E 

siiman, W. C., & Company, ngineers . 

Glore Forgan & Co. 

*Guaranty Trust Co. of New York 


Haberly, Francis S., Consulting \Sapaser 
*Halsey, Stuart & Company, nc. 
Hansell, "Sven B., Consulting Actuary 
Hartt, Jay Samuel, Consulting Engineer 
Harza Engineering Co. ...... $SbN8S8 6060600008 
Hill, Cyrus G., Engineers 
Hirsch, Gustav, Organization, Inc. 
Hoosier Engineering Company 


International Business Machines Corporation .... 
International Harvester Company, Inc 
Irving Trust Company 








Jackson & Moreland, Gevipewe 
Jensen, Bowen & Farrell, Engineers 
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Kuljian Corporation, The 


*Langley, W. C., & Co. 

Laramore and Douglass, Inc., penn 

Leece-Neville Co., The 

Leffel, James, & “Com ny, The 
Lefer, William S., Engineers Associated 
*Lehman Brothers 

Lincoln Engraving & Printi Corp. 
*Loftus, Peter F., Corpor ion 

Lougee, N. A., ac y. Engi 

Lucas & Luick, Engineers 

Lutz & May, Consulting Engineers 





Main, Chas. T., 

Mercoid Corporation, 

*Merrill Lynch, Pierce, Peaner & wuane 
Middie West Service Co. 


N 
Newport News Shipbuilding & Dry Dock Co. ... 


— Se — e Engi ing Co 
joneer Serv md neer mpan 
Pritchard, J. F & Ce. = aed 


Recording & — 1? Corporation 
Remington Rand | 
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Rust Engineering Company, The 


Sanderson & Porter, Engineers 
Sargent & Lundy, Engineers 
Schulman, A. S., Electric Co. 19 
Sloan, Cook & Lowe, Consult ng Engineers 
on Rent & Co. ; 

org Printing Company, Inc. . 

*Southern Coal Company, Inc. . 
*Sprague Meter Company, The . 
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*Union Securities Corporati 
United States Testing Co., Inc 
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Westcott & Mapes, Inc., Engineers 4 
Westinghouse Electric Corporation ion Oubside Back Cover 
White, J. G., Engineering Corporation, Th a 
Whitman, Requardt and Associates a 
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Only TRI-LINE Offers 
All These Advantages: ; 


| E.clusive three-wheel undercar- 

* riage prevents tilting, elimi- 
nates blade bind and excessive 
wear, 


Direct-acting hydraulic control 
permits quick, effortless depth- 
of-cut adjustments. 


Maximum maneuverability af- 
forded by tricycle design. Turns 
within its own length without 
jockeying. 


Sturdy construction means less 
vibration, less blade wear. A 
full 700 pounds of ruggedness. 


Thirty-gallon tank provides 
water when supply is incon- 
venient. Can be attached to 
hydrant if desired. 


SAWING CONCRETE SAVES TIME, LABOR 
MAKES REPAIRS PERMANENT... TRI-LINE 
OPERATION IS ECONOMICAL... FAST... EASY 


Highway officials and contractors everywhere are 

recognizing the importance of concrete sawing 

for faster, low-cost maintenance . .. for contraction 

f Vital engine parts protected joints on new pavement construction. Sawing 
* from blade spray. No shut- with a Tri-Line first saves on labor cost . . . second, 
a a produces tight joints that will not spall, eliminat- 
Sadat enue ton te 0 ing all after-maintenance headaches. Before you 
h.p., two-cylinder Wisconsin buy any saw, ask for a free Tri-Line demonstra- 
cr-cocted engine fer tull- tion on the job. You'll see why Tri-Line has been 


deoth, full-speed cutting. : a b - 
ible-ended arbor permits proclaimed Best by Test. 


u'ting on either side of the 
shine ... in places normally 
ineccessible. 


.ine blades are double- Manufactured By 


Jed, scientifically designed Sulit? | ee lhl os 

fast, clean-cutting opera- Mew which gives com- 

| CONCRETE sy plete specifica- 

| curteR tions and con- 
1u@4 | struction details, 


and the name of 
‘a our nearest rep- 





\~s 


maa ee ane ive, with- " “ 
ESS S— Cy opligation.” 961 Carroll St. © Racine, Wis, 
DEALER INQUIRIES INVITED! 





The automatically switched capacitor 
equipment that costs you less than $6.00 per kvar 


Here’s complete, lightweight, automatically 
switched capacitor equipment for pole cross- 
arm mounting. Costing less than $6.00 per 
kvar—Westinghouse Open-Type Autotrols* 
answer your need for low-cost unit equip- 
ment for power-factor improvement at any 
location on your system. And look at the 
features you get when you specify Autotrols: 

High rating ... 225 and 300 kvar, 2400 volts 
delta to 13,800 volts wye. 

High-capacity switch . . . Type CSO-1 oil 
switches provide sufficient current capacity 
to switch from 600 kvar at 2400 volts up to 
1800 kvar 3-phase capacity at 13,800 volts. 

A complete unit... Individual capacitor units, 
switches, and terminal caps, assembled, 
connected, and shipped as a complete 
package. 

Simple, flexible installations . . . merely com- 
plete line and control connections and the 


equipment is in service. Kilovar adjustme 
can be made by varying the number an 
size of the capacitor units. 

Performance-proved capacitors . . . the Aut 
trol is equipped with standard distributio 
type Inerteen® capacitors featuring solde 
sealed bushings and zinc spray, 
proof finish. 

For complete information on Westi: 

Autotrols ask your Westinghouse Re} 

tive for SA-6812, or write: Westi: 

Electric Corporation, P. O. Box 86 , 

burgh 30, Pennsylvania. 


you can 6e SURE... 1¢ its 


Westinghouse 





